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Monpay, JANUARY 10, 1955. 
HOUSING AND HOME FINANCE AGENCY 
FrpreraAt Housinc ADMINISTRATION 


WITNESSES 


NORMAN P. MASON, FEDERAL HOUSING COMMISSIONER 

FRANK J. MEISTRELL, GENERAL COUNSEL 

LESTER H. THOMPSON, COMPTROLLER 

HORACE B. BAZAN, DIRECTOR, BUDGET AND ORGANIZATION 
DIVISION ‘ 

ALLAN F. THORNTON, DIRECTOR, RESEARCH AND STATISTICS 
DIVISION 

ALBERT M. COLE, HOUSING AND HOME FINANCE ADMINISTRATOR 

JOHN M. FRANTZ, AGENCY BUDGET OFFICER 


Mr. Tuomas. Gentlemen, will the committee please come to order? 

We have with us this morning the gentlemen from the Federal 
Housing Administration. Present is Mr. Cole, the Administrator of 
the Housing and Home Finance Agency, together with his Budget 
Director, Mr. Frantz. Also, we have with us Mr. Mason, the Com- 
missioner of Federal Housing; Mr. Meistrell, who is General Counsel, 
and I believe this is the first time Mr. Meistrell has been with us, and 
it is nice to have him; we also have Mr. Thompson, the Comptroller; 
Mr. Bazan, who is Director of the Budget and Organization Division, 
and Mr. Thornton, who is Director of the Research and Statistics. 

The purpose of the meeting here is to remove some limitations for 
your nonadministrative expense, as well as for your administrative 
expense item as contained in House Document 60. We will insert the 
letter of transmittal contained therein at this point, along with the 
more important parts of the justifications. 

The matter referred to is as follows:) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
be Washington 25, D. C., January 6, 1955. 
ihe PRESIDENT, 
The White House. 

Sik: I have the honor to submit herewith for vour consideration a draft of a 
proposed provision pertaining to the fiscal vear 1955 increasing limitations for 
the Housing and Home Finance Agency as follows: 


“HOUSING AND HOME FINANCE AGENCY 
“FEDERAL HOUSING ADMINISTRATION 
“The amount made available under this head in title II of the Independent Offices 
Appropriation Act, 1955, as amended by the Supplemental Apprepriation Act, 1956, 


or administrative expenses, is increased from ‘$5,500,000’ to ‘$5,625,000’, and the 
mitation on the amount available for expenses of travel is increased from ‘$250,000’ 


(1) 
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to ‘$267,600’: Provided, That the limitation under said head on the 
available for certain nonad ministrative expenses of said Administration is 
from ‘$26,250,000’ to ‘$31,560,000'.”’ 

This proposed provision is necessary to permit the Federal Housing Adminis. 
tration to: (1) Review certain multifamily housing projects insured primarily 
under section 608 of the National Housing Act to prevent the dissipation of 
assets and to recover any illegal windfall profits, and (2) permit the processin: 
of the increased volume of mortgage-insurance applications which arose largely 
as a result of passage of the Housing Act of 1954 on August 2, 1954. Prompt 
action on this proposal is important in order to avoid unnecessary delay in process- 
ing applications for mortgage insurance which, in turn, would impede housing 
construction. r 

I recommend that the foregoing proposed revision be transmitted to the 
Congress. 

Respectfully vours, 


amoun is 


increased 


RowLaND HvGurs, 
Director of the Bureau of the Budget 


REQUEST FOR SUPPLEMENTAL BupGretT AUTHORIZATION, Fiscal YEAR 1955 


The heavy volume of mortgage insurance applications following approval of 
the Housing Act of 1954 and certain pressing problems in connection with section 
608 rental housing, primarily in the field of litigation, have created an urgent need 
for supplementary budget authorization during the fiscal vear 1955. 

An additional $5,310,000 is needed under the nonadministrative expense au- 
thorization to examine an additional 214,500 unit applications in the current 
fiscal year. Litigation and other action to effect recoveries under the section 608 
program, the financial analysis of section 608 projects and appropriate audits to 
conserve the assets and income of multifamily housing projects where default has 
occurred will require an additional $125,000 under the administrative expense 
authorization. These increased expenses will be met from the operating income 
of the FHA which is expected to be approximately $136.7 million in the current 
fiscal year. 

VOLUME OF APPLICATIONS 


The volume of mortgage insurance applications has almost doubled in the past 
vear. During the 3-month period September through November 181,000 vrit 
applications were received. In the corresponding period a year ago only 94.000 
unit applications were received. 

The response to the liberalized home mortgage terms provided by the Housing 
Act of 1954 has been very strong. During the 6 months prior to approval of th 
Housing Act home mortgage insurance applications were received at an average 
annual rate (after seasonal adjustment) of 532,000. In the 3 months since ap 
proval of the act the average seasonally adjusted annual rate of receipts has been 
741,000, an increase of approximately 40 percent. As the new programs for 
servicemen’s mortgage insurance and for urban renewal housing develop, further 
heavy increases are expected. 

The table appearing on page 4 shows the monthly volume and the seasonally 
adjusted annual rate of applications from July 1953 through November 1954. 

In the aggregate 706,000 unit applications are estimated for 1955 in comparison 
with the 489,829 received last year. 


PROCESSING OF INSURANCE APPLICATIONS 


The result of this heavy influx of work has been a serious backlog and conse- 
quent delays in processing and impairment of public service. On June 30, 1994, 
there were approximately 31,000 applications for home mortgage insurance 1 
process. By the end of September the backlog had reached 66,000. In the face 
of the strong publie response to the liberalized home mortgage terms provided b) 
the Housing Act of 1954, it was evident that there was grave danger of frustrat- 
ing and delaying the new housing program which had been approved by Con- 
gress by reason of FHA’s inability to carry the workload with its existing staff. 
To meet this situation emergency measures were taken to permit FHA to begit 
recruitment of additional staff and to employ overtime, per diem, and fee work 
on an extensive scale in an effort to prevent further growth of backlogs and dis- 
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vation of field operations pending opportunity for congressional consideration 
he problem. 
lhe field processing staff was placed on a 6-day workweek with additional over- 
‘where practicable and necessary. Recruitment of additional full-time and 
er diem employment was undertaken. As a result of these emergency measures 
and by virtue of the winter seasonal drop in applications it has been possible to 
avoid further serious growth in backlogs. Nevertheless service to the public con- 
nues to be seriously delayed and in danger of worsening as the seasonal spring 
business begins and as operations begin to develop under the new pro- 
yrams for urban renewal and servicemen’s housing. These emergency measures 
must be continued and must be supplemented by prompt recruitment of qualified 
staff in the field. 
The supplementary budgetary authorization herein requested will provide for 
ie continuation of these emergency measures and for recruitment of the addi- 
ional staff needed during the balance of the current fiscal year. Prompt action 
s imperative to avoid interruption in the special measures which have already 
wen taken and to permit staffing the offices as rapidly as possible in advance of 


the heavy spring seasonal rise in the volume of applications. 
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Schedule of fiscal year 1955 administrative expenses 


| 
Presently Revised 


i | : Jiffere > 
available | estimate Difference 


,yerage employment: 
~ Full-time --- : , 870 
MMT DOING cabac oa: = claacg odie aemelennees awe toda es 10 

Overtime 5 | 


Total . 885 | 








Expenses: 

Personal services: 
Full-time . $4, 360, 995 $4, 468, 395 
Terminal leave 50, 000 50, 000 
Overtime pay 21, 500 21, 500 
Work in excess of 52-week base.............----------- 16, 500 16, 500 





Total personal services ; 4, 448, 995 | 4, 556, 395 





Other objects: 
Travel 250, 000 267, 600 
Transportation of things 12, 720 12, 720 
Communication services 39, 125 39, 125 
Rents and utility services 556, 000 556, 000 
Printing and reproduction 39, 150 39, 150 
Other contractual services 113, 730 113, 730 
Supplies and materials 33, 930 33, 930 
Taxes and assessments 6, 350 | 6, 350 


Total other objects 1, 051, 005 | 1, 068, 605 
Total administrative expenses 5, 500, 000 | 5, 625, 000 











ADMINISTRATIVE EXPENSES 


Litigation in connection with sec. 608 rental projects 


| Positions | employ- ee: Al ae 
| ment expense expense expense 
legal staff for sec. 608 recoveries -_------- -| | 4.5 | $27, 600 | $9, 600 $37, 200 


Auditing and accounting in support of | 
legal action 5.0 


| Average | 
| 
| 
| 


Salary Travel i Total 





27, 200 4, 000 | 31, 200 


DOE csdec Seow causeceaeveseoneees 9.5 | 54, 800 13, 600 68, 400 





Recent investigations of rental housing operations under section 608 of the 
National Housing Act have given evidence of a substantial number of cases in 
which windfall profits were taken out of mortgage proceeds in excess of cost by 
mortgagors constructing large-scale rental housing developments under the post- 
War emergency rental housing program. As a basis for remedial action several 
thousand questionnaires and financial statements must be analyzed end in a 
umber of cases on-site audits will be required. A determination must be made 
u the law and facts affecting each case, whether and in what amount a windfall 
las occurred, and to what extent it may be recovered. Cases must be prepared 
for presentation to the Department of Justice for suit. In appropriate cases 
«ttlement may be effected with the mortgagors or other legal action may be 
taken. To accomplish this work a task force of accounting and legal pers mnel 
ia been established. This force totaling 32 employees is now being recruited. 
the funds herein requested are needed to pay their salaries and travel expense 
luring approximately 3 months of the current fiscal year. 





| 
Salary Travel Total 
expense expense expense 


Average 
employ- 
ment 


Positions 


' 
iancial analysis of insured projects... ..-- 28 | 8.5 | $42, 000 okie $42, 000 








6 


In the interests of protecting FHA’s contingent liability on insured-p; 
mortgages, while assuring the benefits to the public of the mortgage-insyrs 
program, FHA has certain rights as insurer and preferred stockholder, oy 4 
party to a regulatory agreement, to keep abreast of the affairs of the mortgago, 
and the condition of the projects and to exercise under certain conditions a deg 
of regulatory authority over rents, charges and capital structure. More thy 
5,000 of these projects submit regularly financial statements which, if they 
be analyzed, would serve in conjunction with physical inspections of the proj 
as a basis for FHA’s continued administrative review of the rental proj 
Comprehensive analyses of these statements should be undertaken immediaj 
on a continuing basis. This request would provide for the accomplishment 
this work by the employment of a staff of 28 emplovees with a salary exp 
this vear of approximately $42,000. 


| Average Salary 





| | 
148 | Travel | Tot 
; : 4 
Positions | employees | expense | expense exper 
| | 
= : a 2 gree — - a a 
Audit of defaulted mortgagors for conser- | 
vation of assets and income___-_.._...---- 7 2.0 | $10, 600 | $4, 000 $14, 

| | 





When default has occurred on a mortgage covering a multifamily hous 
project and acquisition of the project by the Commissioner is impending, it 
necessary to determine accurately the assets, liabilities and, financial position 
the mortgagor and as a basis for conservation of its assets and income. Prompt 
action is essential to assure that the assets and income of the project are : 
dissipated during the period following default and prior to acquisition of th 
property by the Commissioner. There are at the present time 188 project 
mortgages in default. Eighty-five projects ere now in process of acquisitio 
A staff of 7 is urgently needed to undertake audits which should be made betwee 
now and June 30, 1955. Salary and travel expenses are estimated at $14,600 
during the current fiscal year. 








nonadministrative expenses, fiscal year 1955 
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Personal services (nonadministrative expenses) 


> , avised esti- 
Field man-years Presently | Revised esti 





| available | mate Difference 
| 
Average full-time employment: 
NE et Gaeta dh aad peek badass skeacakelowensemrerd 3, 504 | 4, 074 L57 
RIE 2 Se No Oe ee Ue ed $18, 337,100 | $20,965,400 | +-$2, 628 309 
Terminal leave: | 
Oe Wie tGee eet eon n ohana se ee a 175 81 | —H 
Amount. -..---- Dated aes Guce sda cans Cattaceemaeeese $900, 000 $421, 200 | —$478. 809 
Overtime employment: 
| Se baie edsieigielar tei citlnee ee eaee ete 120 500 | +38) 
NN TT nee ee cb manninaee $700, 000 $3, 120, 000 +$2, 420, 000 
Intermittent employment: } 
candela 10 | 25 | +15 
a cn a eee $55, 000 | $127, 500 4+-$79 5) 
Totals: 
i Sc a a Seacbaalet eames <aeecacee 3, 809 | 4, 680 +87] 
EEE EAD AED ee sa dees hess $19,992,100 | $24,634,100 | +$4, 642. 000 


Field personal services requirements for the current year are summarized above. 
The field-personnel requirements have been developed on the basis of workload and 
production ratios as shown in the accompanying table. The revised estimate 
supports an increase of 1,065 man-years over the 3,634 that can be realized under 
the amount currently available. By forestalling the reduction in force that would 
be required under the present limitation, an additional 94 man-years of employ- 
ment will be obtained by reduction in terminal-leave expense. Approximately 
100 man-years of the additional personnel needed are expected to be supplied from 
the services of fee appraisers in making valuations of existing homes. Overtime 
employment, representing a 6-day workweek for personnel processing in the field 
and intermittent employment of staff personnel on a per diem when actually em- 
ployed basis of compensation is expected to provide 395 man-years, while the re- 
maining requirements of 570 man-years will be provided through full-time staff. 
Steps are now being taken to develop civil-service registers of qualified appraisers, 
architects, inspectors, mortgage credit examiners, and other needed personnel for 
employment in the field offices when funds become available. 


Schedule showing determination of field requirements, fiscal year 1955 


Workload )Production ratio} Personnel requirements 















Pres- | Pres- : -res- . 

7 vis : E vise |Revised 
ently ona | Differ- | ently — ently - vt ee) Differ- 
avail- | suse e rail. suse vail- . nce 
— mate | ence | avail- | mote | avall- | mate | § 


able | | able 


| 











Examination of unit applications 
for mortgage insurance: 


| 
} 


Home mortgages -- 435. 500 | 650,000 |214, 500 189 | 195 2, 304 3, 333 1, 029 
Project mortgages- -- 33.500 | 33, 500 200 200 168 | 168 
Total exam nation.- 469, 00 683, 500 |214, 500 | 181 195 | 2,472) 3,501 1, 029 


Compliance inspections: 







Home mortgages (inspections) _/981, 000 |1, 065, 000 84, 000 2,400 | 2, 600 409 410 I 
Project mortgages (average | | 
U/C) 26. 300 26, 300 200 | 200 132 132 
Total compliance. : 541 542 I 


Insurance of mortgages (D. U.): 







| | - : 
Home mortgages. - _. 275,900 | 362,500 | 86,600 | 2,500 | 2,500 110 145 35 
Project mortgages. - 33,800 | 31, 600 |—2, 200 40 40 
Total insurance --.- 309, 700 | 394. 100 | 84. 400 150 185 39 
Total processing personne].-- os | 3,163 | 4,228 1, 065 





Miscellaneous fieJd 471 471 





Total field (net)... -- = D ipka sashes ae | 3,634 | 4,699 1,065 





acc 
act 
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OTHER OBJECTS OF EXPENSE 


Presently Revised 


: Difference 
available | estimate aserenet 


$1, 594, 000 | $1, 919, 800 $325, 800 


Field travel costs have been developed on a unit cost basis as shown in the 
accompanying table. The unit costs used in developing the estimates are the 
actual costs which prevailed in fiscal year 1954. 


Presently Revised 


Difference 


| 
available | estimate 


760, 000 $847, 500 | 


Present commitments on space occupied by the field staff will cost an estimated 
$760,000 for the current year. Present space will accommodate a staff of about 
$000. The revised estimate will provide for the acquisition of 100 square feet 
of space per each additional employee at an annual cost of $3.50 per foot. The 
estimate has been based on cost for one quarter of the current fiscal year. 


| Presently | Revised 


- : ) re 
available estimate Difference 


oo Equipment inal $100, 000 $300, 000 | $200, 000 
| | 


Equipment for new employees is estimated to cost $200 per emplovee. 


Other Expenses 


Presently Revised 


| : Difference 
| available | estimate ———— 


03 Transportation of things $61, 600 $67, 700 $6, 

(4 Communication services 223, 400 228, 200 4, 800 

0} Printing and reproduction 143, 900 159, 400 15, 

‘7 Other contractual services... 111, 100 124, 400 13, 

0S Supplies and materials_- 116, 700 128, 200 11, 
5 Taxes and assessments. ‘ 44, 000 3,5 


Total Be ai eee 700, 700 758 a, 
rage cost per full-time em ployee...- --- 200 =—26 


Other expenses at a cost of $186 per full-time man-year of employment account 
for an increase of $54,700 or slightly more than 1 percent of the total supplemental 
estimate of $5,310,000. 








Analysis of field travel costs, fiscal year 1955 
Revised estin 


Presently available 


Unit 
cost 


Travel 
cost 


W orkload — W orkload 


Home mortgage examination___- 435, 500 | $1. 30 $566, 150 


1 | 650, 000 $1. 30 $845, (0K 
Project mortgage examination-.- 33, 500 42 14, 070 33, 500 42 l4 
Home mortgage compliance_- 981, 000 57 | 559,170 | 1,065, 000 . 87 607. Ox 
Project mortgage compliance (aver- | | 

age U/C)........ 26, 300 | 3.77 99, 151 26, 300 3.77 9 
Project mortgage insurance - - 33, 800 | 25 8, 450 31, 600 . 25 7. 
Total underwriting travel...__|_...........]_....- 1, 246, 991 |...... mo . 1, 573,17 
Employees | Cost per Travel Employees | Cost per | Tra 
traveling | employee cost traveling | employe: cost 
Administrative. ____- 132 $518 $68, 400 132 $518 $68. 4 
Title I collections__- 7 70 1, 479 | 103, 538 | 70 1,479 103, 538 
Property management 81 965 | 78, 141 81 965 78. 14] 
Regional activities 2 81 | 871 70, 581 81 871 70, 58 
I OR a eee aN a a “a 13, 600 a! . as 13, 60 
Other... pas =. 12, 400 12. 4K 
Total -- ae pe eae 346, 660 s 34 


Total field travel___- - 


- - cn 1, 593, 651 
Round-off. -- os ee: 3 


1, 594, 000 


HovusING ADMINISTRATION, HOUSING AND 


FINANCE AGENCY 


FEDERAL 
HomE 


SALARIES AND EXPENSES, 


Amounts available for obligation 


Presently Revised esti- 








St Differet 
available | mate, 1955 ; 
1 
ADMINISTRATIVE 
Limitation or estimate $5, 500, 000 | $5, 625, 000 $125, 00 
Reimbursements from other accounts 150, 000 150, 600 
Total available for obligation 5, 650, 000 | 5, 775, 000 | 125, 000 
Total obligations_._._- ; ae 5, 650, 000 | 5, 775, 000 125, 0 
| 
Obligations by activities 
Presently | Revised esti-| pyjorey 
available mate, 1955 | F 
ADMINISTRATIVE 
Direct Obligations 
rey I oe gs nc Sad cumenbeben : $128, 000 $128, 000 
2. Program direction A ag ad se “= 1, 581, 000 | 1, 623, 000 $42, 00) 
3. Staff, administrative and fiscal......................-...... 3, 791, 000 3, 874, 000 Bo, UO 
Total direct obligations_-_-__- . ahi sates 5, 500, 000 | 5, 625, 000 25, OUI 
Obligations Payable Out of Reimbursements From Other Accounts 
3. Staff, administrative and fiscal- Ee ete ode ae 150, 000 150, 000 |_- 
Total obligations payable out of reimbursements from 
I Soa Ren a A a ae gee 150, 000 150, 000 
Total obligations-_- ais ee See ee ro - 5, 650, 000 5, 775, 000 125, OU 














1] 


Obligations by objects 


Jrace 2a SA’ fi. 
Presently | Revised esti- — pi¢rorence 























































available mate, 1955 
ADMINISTRATIVE 
Summary of Personal Services 
rotal number of permanent posititioms - - ~~~ ------ Saeed 958 1, 025 67 
Average number of all NEEL. oxdwavchowsbiauceavecnthwa 894 | 914 20 
Nambe r of employees at end of year__-_-------- atta 920 987 67 
Personal service obligations: 
PTS (NN pice tag snr anehidcnnantanacen<n0e | $4,473,995 | $4, 581, 395 $107, 400 
Regular pay in excess of Stine bens... ..-.---- se 16, 500  ¢  ) e a aa 
PA VIRTUE RINT O INO FUN ose ce ncnsbcccccccesansnnee . 21, 5 21, 500 |-.- 
Total personal service obligations. ------..-.-------- indi 4, 511, 995 Ba 4, 619, 395 107, 400 
Direct Obligations | 
[; i BE nC as ate ate neaimeas pute 4, 448, 995 | 4, 556, 395 107, 400 
” Trev)... ccscave a ecsneasde diabetes ioab-ach ities eae 250, 0 267, 600 17, 600 
03 Transportation of ‘things eee nn ee Pe eS 12, 72¢ ee a. EE ee 
OS COME UROD ew cnc ons oc cmocksddcadach«sncuance 39, 128 39, 125 A ee ae 
 Garite GI eee ON So ovescincencenceswacwsascs 556, 000 | ieee te 
6 Printing Od Teen OOtIN . 0 on enc ccecsnsnccccces 39, 150 es ve 
SE a eee 113, 730 113, 730 
§ Supplies and materials...........-.--- Ses 33, 930 33, 930 be 
Taxes and assessments-_- - en : : 6, 350 6, 350 | 
Total Gitect Cpeennnems..... .................- 5, 500, , 000 5 » 625. 000 125, 000 
Obligations Payable out of Reimbursements From Other Accounts 
| Personal services... ‘ ee eee 63, 000 63, 000 
BC a a cetudwaewanenee — 3, 000 3, 000 
$ Communi : ; 80, 500 80, 500 |- 
5 Rents and utility services--- — ae — 3, 500 3. 500 
l'otal obligations payable out of reimbursements from | 
other accounts_- 5s Stale ia ge Sateen aa ee ee 150, 000 150, 000 
RO Sei nist nciiccntpaeesncasodsueonens a 125, 000 
Amounts available for obligation 
Presently Revised esti- ait 
available mate, 1955 Difference 
NONADMINISTRATIVE 
Limitation or estimate...............-.--- aaa ; $26, 250, 000 $31, 560, 000 $5, 310, 000 
otal available for obligations........._- ar ; 26, 250, 000 31, 560, 000 5, 310, 000 
bets canines — activities 
Presently Revised esti- a 
available mate, 1955 itterenes 
NONADMINISTRATIVE 
Direct Obligations 
Repair and improvement loan insurance. - $2, 500, 000 $2, 500, 000 
-. Mortgage insurance, titles I and II 19, 150, 000 24, 460, 000 $5, 310, 000 
in ation and neighborhood conservation housing 
nce - : = 1, 750, 000 1, 750, 000 
+. Special ince ntive and vield insurance. 1, 000, 000 1, 000, 000 
M y, defense, and servicemen’s insurance - 1, 850, 000 1, 850, 000 
tal direct obligations 26,2 250, 000 31 560, 000 5, 310, 000 
otal obligations - j 26, 250, 000 31, 560, 000 5, 310, 000 
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Obligations by objects 



































| 
Presently | Revised esti- | 3 
available | mate, 1955 Difference 

NONADMINISTRATIVE 

Summary of Personal Services 
Total number of permanent positions 4, 666 5, 666 1.000 
Average number of all employees. -- 4, 286 4, 762 4% 

Personal service obligations: york : 
Permanent positions.. $21,401,100 | $23, 540, 900 $2, 139, 800 
Intermittent employment.__- 55, 000 127, 500 72 5) 
Regular pay in excess of 52-week base 79, 200 88, 900 9. 700 
Payment above basic rates__- | 813, 900 3, 233, 900 2 » 420, 000 
|. on ienstthdatatiasid ehieadl cai 
Total personal service obligations- = 349, 9, 200 26, 991, 200, 4, 642, ( 

Direct Obligations seiicargilihamte ‘wi : 
01 Personal services- 22, 349, 200 26, 991, 200 4, 642, 000 
02 Travel.. 1, 626, 100 1, 951, 900 325, 800 
03 =T ransportation of ‘things bibs teneeah te 75, 600 81, 700 6, 100 
04 Communication services 494, 400 499, 200 4, 800 
05 Rents and utility services___.................._- 1, 086, 600 1, 174, 100 87, 500 
06 Printing and reproduction_-_ 178, 900 194, 400 15, 500 
07 Other contractual services - - 157, 200 170, 500 13, 300 
08 Supplies and materials_- 132, 700 144, 200 11, 500 
09 Equipment. 100, 000 300, 000 200, 000 
15 Taxes and assessments 49, 300 52, 800 3,500 
Total direct obligations 26, | 250, 000 31, 560, 000 5, 310, 000 
Total obligations 26, 250, 000 ¥ 31, 560, 000 5, 310, 000 


Schedule of average grades and salaries 


| Fiscal year 


| Fiscal year 





Revised esti- 


mate fiscal 





1953 1954 year 1953 
ee aa ae en ee 4 a 
ADMINISTRATIVE 
Average salaries and grades: 

General schedule grades: | 
Average salary -_-._- cmpie tae $4, 869 | $4, 87 $5, 04 
Average grade | GS-6.4 GS-6.3 GSH 

Ungraded positions: Average salary- $4, 205 $4, 6 $4, 62 
NONADMINISTRATIVE 
Average salary and grades: 

General schedule grades: 
Average salary $4, 905 | $4, 960 $4, 934 
Average grade -_ GS-7.3 GS-7.3 GS-7.0 

' 
Mr. Puriuuips. I thought the idea, Mr. Thomas, was to remove 


some more money from the Treasury. 


Mr. 


Tuomas. Well, for the purpose of the record, 


it should be 


shown that both of these items are not from appropriated funds, but 

from fees collected by the Administration for administrative expenses 
as 7 ell as nonadministrative expense. 
Gentlemen, by way of some justification for your appearance here, 





the committee is certainly willing to take its responsibility for its 
shortcomings, but the record should show that your 1953 budget I for 
nonadministrative expense was $26,577,917. For 1954 you spent 
$26,100,000. | 
When you came in during 1954 for your 1955 nonadministrative 
expense item, your own justifications showed a figure of $24 million, 
and this committee raised that figure by $1 million. which made 4 





f rll 


us 
1 9 


you 
195: 
and 
» 
you 
are 
adir 
A 
pers 
just 
as t 
\ 
wou 
\ 
\ 


ver 


th 
we 


witl 
is tl 


you 


clea 


mor 
dur 
are 
peri 
hew 
beg 
Incr 
A 
Seri 
The 
whi 
by ; 
ave) 
2m 
con 
that 
Was 
of a 
wit] 
whi 
tern 
Was 





‘i 
Li 
” 
0 





13 


jure of $25 million. On top of that you were given an additional 
31,250,000 in the Supplemental Appropriation Act for 1955, after 
your new Housing Act was passed. Of course the Housing Act of 
i954 was not passed at the time your original budget was presented 
and finally acted upon by the Congress. 

So, as the matter stands you now have $2.25 million more than 
your own justification showed for this present fiscal year, and you 
ye now seeking to increase that figure of $26.25 million for non- 
administrative costs up to $31,560,000. 

Also, in regard to your employment figures, there is an increase in 
personnel of about 771 employees for your field operations, and to 
justify that we all missed by the amount of 40 percent your estimates 
as to the number of starts you would have during this fiscal year. 

Mr. Mason, I presume you have a general statement which you 
would like to make at this time? 

Mr. Mason. Yes, sir. 
Mr. THomas. You may proceed. 


’ 


GENERAL STATEMENT 


Mr. Mason. Mr. Chairman and members of the committee, I am 
very grateful to the committee for arranging this hearing so early in 
the new session of the Congress because we in FHA are confronted 
with a very serious budgetary need and time is very important. This 
is the first occasion on which I have been privileged to appear before 
you in connection with FHA’s budget. I shall try to be brief and 
clear. 

INCREASE IN WORKLOAD 





Congress passed a new housing act last summer—the Housing Act 
of 1954. The response to the new act in terms of FHA applications 
tas been tremendous. The volume of unit applications for home 
mortgage insurance in recent months is more than double the volume 
during the corresponding period a year ago. Moreover, the prospects 
we for further increases. We will soon enter the spring building 
period when applications reach a seasonal peak. In addition, the 
new programs for urban renewal and servicemen’s housing are just 
beginning to produce applications. The volume of applications will 
increase as these programs gain headway. 

As a result we are getting far more work than we can handle. 
‘rious backlogs have developed in virtually all of FHA’s field offices. 
The number of home mortgage insurance unit applications in process, 
which stood at about 31,000 in June, had grown to more than 60,000 
by September. It was taking—and it still is—over a month for the 
average applicant to get a commitment from FHA, and in some areas 
months. During late September and early October backlogs were 
continuing to accumulate rapidly. We were receiving information 
that in some areas of the country unemployment in the building trades 
was being aggravated by FHA’s inability to keep up with the volume 
of applications and by the consequent inability of builders to proceed 
with their homebuilding plans. Buyers and sellers of existing homes 
vho have applied in great numbers for FHA commitments under the 
terms of the Housing Act of 1954 met with unreasonable delays. It 
Was evident by the end of September that the new housing act with 
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all its importance to the economy was in danger of being frustrate, 
by this dislocation in our operations. 

Congress was not in session in September, so we could not thep 
seek further budget authorization. In the meantime it was imper- 
ative that we take such emergency measures as we could to keep the 
situation from deteriorating further until Congress convened. 

We took these emergency steps promptly. The processing staff jy 
the field was put on a 6-day week with further overtime authorized 
where it could help in keeping down the backlogs. We stepped up 
our efforts to recruit employees and authorize the use of part-time 
help and outside appraisers. We also adopted a procedure to let 
builders in certain group cases go ahead with construction withou 
knowing what value FHA would place on each property in the group. 

This did not eliminate any FHA processing, but it deferred some 
processing steps and enabled a builder who wanted to take the risk 
to get his houses under roof before cold weather shut down his build- 
ing operations. 

By these emergency measures and by having the advantage of the 
winter seasonal slowdown in applications we have kept the backlog 
from getting any worse since October—we have kept the situation in 
check until Congress could consider the problem and take such action 
as may be deemed appropriate. 

At the present time we are in this situation: we need about $2 
million to maintain our present authorized field staff for the balance 
of the fiscal year. That staff cannot keep up with the volume of work 
we are now getting, except with very extensive overtime, and would 
fall far behind as the spring volume begins to come in. To pay for the 
overtime and additional employment needed during the balance of 
this year to keep abreast of the nearly 400,000 unit applications which 
we expect to receive between now and the end of June we will need 
another $3.3 million, approximately. 

The tables which appear on pages 4, 5, and 11 of the justifications 
show in detail how the volume of business has developed and resulting 
manpower requirements. 

I should say that it will be no easy task to recruit and train the 
needed personnel and get the necessary high production and high- 
quality processing work done in the face of this tremendous workload 
during the coming months and with the long hours we are demanding 
from our staff. But let me say I know our staff has a great pride in 
the job it is doing and a great will to get it done well. I will do all | 
can to give them the kind of support they need, and all of us pulling 
together will get the job done. 


SECTION 608 WORKLOAD 


I should like now to explain briefly the other part of this budget 
request, which, though it represents only $125,000 of the total 
$5,435,000, is nonetheless urgent and important. As you know, 
FHA has been through a period of investigation. The results, 
centering largely on the section 608 postwar emergency rental housing 
program, have given us a big job to do. Though the section 60% 
program itself terminated several years ago, the mortgages are still 
on the hooks. We have an oblication to protect the Governments 
contingent liability on these mortgages amounting to nearly $3 billio! 
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The investigations have indicated that, in a substantial number of 
cases, windfall profits, as they have been called, have been taken out 
of mortgage proceeds in excess of cost. These are very complex 
cases, each different on the facts, on the accounting and tax treat- 
ment, and on the law involved; but we are seeking, wherever it is 
appropriate and can be done, to get these windfall funds back into 
the mortgagor corporation, where they can be applied to the mortgage 
principal to act to reduce rents or will otherwise stand as a protection 
against default on the mortgage. This request includes $68,400 for 
this work. 

MULTIFAMILY HOUSING PROJECTS 


We are also seeking to follow closely and on a continuing basis the 
affairs of the mortgagors in all multifamily housing projects with 
respect to which FHA, as insurer of the mortgage and preferred-stock 
holder or party to a regulatory agreement, has certain rights of in- 
formation and control over the mortgagor and the project manage- 
ment. One of the primary means of doing this is the required sub- 
mission of regular financial statements by some 5,000 mortgagors. 
We are asking for $42,000 to employ staff to analyze these statements. 


DEFAULTED RENTAL PROJECTS 


We are also seeking to protect to the utmost the assets and income 
of defaulted rental projects on which FHA is the mortgagee pending 
acquisition of the property itself. To do this it will be our policy to 
have an onsite audit made immediately when it becomes apparent 
that the mortgage will have to be foreclosed, and we will act to 
secure the prompt appointment of receivers in such cases to conserve 
the assets and income of the projects pending acquisition. ‘To make 
these audits in the remainder of this fiscal year we are requesting 
$14,600. 

These expenses would be met from fee and premium collections 
estimated at $136.7 million this fiscal year. 

Thank you. I shall endeavor to answer any questions which the 
committee may have. 


INCREASE IN ADMINISTRATIVE EXPENSE LIMITATION 


Mr. Tuomas. The committee would be interested in, perhaps, the 
smallest item in the figure, as to why it is necessary to increase 
administrative expense funds from $5,500,000 up to $5,625,000 as well 
as the travel item which is included in your administrative expense, 
which shows an increase of $17,600. 

Would someone address themselves to that? 


INVESTIGATIONS OF WINDFALL-PROFITS CASES 


Mr. Bazan. Yes, sir. The $125,000 under the administrative 
budget is primarily the result of problems which have arisen following 
the investigations, centering under the section 608 rental housing 
program. 

This request, really, is in three parts: The first part of it is to set up 
$68,400 by which we can work out each of these cases in which wind- 
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fall profits, as they have been called, have been realized out of mortgage 
proceeds in excess of cost. = 

Mr. Tuomas. Well, now, you cannot just lightly brush that off 
The Administration has had knowledge of those windfall profits for the 
last 3 years, and what have you done about it? We gave Mr. Thom. 
ton and Mr. Thompson, as well as Mr. Hollyday, every opportunity 
on earth when they were in here last year to make a full and complete 
disclosure of that. However, everyone hedged and hopped and 
ducked and dodged, and when you left this room you went over on 
the Senate side and laid it on the line. 

You want more lawyers, you want more accountants and others. 
to, shall we say, get your house in order, to present these windfall- 
profits cases to the Justice Department. You have had knowledge 
of it for the last 3 years, and I presume the same crowd which is 
going to refurbish it some way had to pass on them 3 years ago. 

You had better tell us a little bit more than you have so far about 
it. If you need the money to go to court, you might touch upon 
that. Of course, you are not going into court, because the Justice 
Department is the one who is going into court. The amount of money 
is small, but it is the princizle of the matter rather than the doll irs 
and cents involved. 

Mr. Mason. You want to know the answers as to what we think 
about it? 

Mr. Metstre.u. I would like to address myself to that question, 
Mr. Thomas. 

Mr. Tuomas. How long have you been over there, Mr. Meistrell? 

Mr. Metstrrevyi. I have been there since the end of August this 
last year, which is about 5 months. 

Mr. Tuomas. Mr. Thornton and Mr. Thompson have been there 
much longer than you have. 

Mr. Mason. That is right; they have. 

Mr. Metstre.u. They have; yes. 

Mr. Tuomas. Of course, you did not know anything about this 
until you went into the agency? 

Mr. Coxe. May I interrupt? 

Mr. Tuomas. Surely. 

Mr. Cote. You have two questions there, do you not, Mr. Thomas? 
You have one question with regard to the situation prior to the 
investigation, and the second question is why they now need additional 
money. I think I would be the one to answer the first part of it. 

Mr. Tuomas. I do not know that you are accurate about the in- 
vestigation. Certainly, FHA knew what was going on, and had 
known about it for 2 or 3 years before the Senate started the investi- 
gation. What the Senate brought out was nothing new to you people. 
You knew all about it, and had known about it at that time for a 
period of about 3 years. 

Mr. Cote. I think I would be the one to answer that, as a repre- 
sentative of the Administration—as to our starting the investigation 
at the time we started it, and why it was not started earlier. . 

Both Mr. Mason and Mr. Meistrell came in later, after the investi- 
gation had gotten under way. Mr. Bazan and the rest of these gentle- 
men here were not in policy positions in FHA at that time, and there- 
fore I doubt very much if they could tell you why a full investigation 
was not started prior to that time. 
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\fr. Tomas. Mr. Hollyday was head of the FHA at that time, and 
al] of them answered questions, but he still did not give the informa- 
ion; he still did not make a complete disclosure of it. 

What is your need for these additional lawyers and auditors in 
PHA in the first place? 

How many lawyers do you have now, and how many did you have 
a year ago, and how many auditors do you have now, and how many 
jid you have a year ago? ; 

Mr. Bazan. Well, we have approximately 41 employees now in the 
Lezal Division, which includes the clerical personnel. — 

\ir. Tuomas. Is that here in the District of Columbia, as well as 
in the field? 

Mr. Bazan. That is here in the District of Columbia; there are 4 
or 5 field attorneys closing rental housing cases in the field, but they 
are not in the regular legal staff. That staff has not changed materially 
since last year. 

However, we are setting up a task force to go into this section 698 
problem on a temporary basis. 

\{r. Toomas. What is the necessity for these people, and what do 
you expect to gain by putting on 17 or 18 more lawyers, other than 
what you know right now, and what you have known for the last 2 
or 3 years? 

Mr. MeistrELL. I cannot address any remarks, Mr. Thomas, to 
what we knew prior to the time Mr. Mason and I joined the FHA. 
As I mentioned, I became associated with the Federal Housing 
Administration in the latter part of August. During that time there 
were two investigations, as you gentlemen are well aware of, one 
instituted by Senator Capehart and one by Mr. McKenna of the 
special investigating staff under Mr. Cole. 

As a result of those two investigations certain evidence has been 
revealed which indicated that under the 608 program there were some 
serious irregularities. As part of their investigation they obtained 
information from these 608 mortgagors, which I do not believe was 
available in the files of the FHA. One aspect of their investigation 
involved sending out a questionnaire to have these mortgagors disclose 
the cost of putting up these projects. 

Mr. Tuomas. That was done a long time ago; was it not? 

Mr. MretstreuuL. No, sir; it was not, if I may address myself to 
that. There are approximately 7,000. Section 608 projects which 
were built in the United States, and there were approximately 6,500 
questionnaires sent out. 

Mr. Parties. When you say “they’’ sent out questionnaires, will 
you please identify the people whom you are discussing? 

Mr. Metstretyi. I am referring now to the McKenna staff, the 
special investigating staff under Mr. Cole. ; 

Mr. Mason. The questionnaires were sent out by FHA. 

Mr. Mrrstrety. That is right; the questionnaires were sent out by 
the Federal Housing Administration. 

Mr. Mason. They were sent out at the request of Mr. McKenna. 

Mr. Patties. They came back, then, to FHA? 

Mr. Metstretu. No; that is what I am addressing myself to. Ap- 
proximately 6,500 questionnaires were sent out and a little over 1,200 
completed ones were received, leaving over 5,000 which were unan- 
swered or incomplete. 
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Without the information which would be obtained from these ques- 
tionnaires, it is extremely difficult, if not impossible, in some inst; Ances, 
to determine whether or not there were any so-called windfall profits 
and what some of the irregularities were. 


ADDITIONAL PERSONNEL REQUESTED 


Mr. THomas. How many additional lawyers do you want over ay 
above the 45 you have now? 

Is that figure 17? 

Mr. Bazan. We are requesting 12 lawyers and 13 accountants 
well as 7 clerical assistants for them. 

That will constitute this particular task force on a temporary basis 
for the balance of this fiscal year 

Mr. Tuomas. That will give you a legal staff of about 55? 

Mr. Bazan. That will give us a regular legal staff of about 19 
lawyers plus 12 temporary lawyers for this special job—a total of 3] 
We gave you earlier a total figure for the division’s basic staff, which 
includes the clerks. 

Mr. Metstrrevi. Mr. Thomas, in the Legal Division, we have 
approximately 40 employees, including 19 lawyers. 

Mr. Tuomas. The rest of them are clerks and stenographers? 

Mr. MeIsTRELL. Yes, sir. 

Mr. Tuomas. Will the additional 12 or 13 employees which you 
are seeking be lawyers or clerks? 

Mr. MeIsTRELL. No; they would be lawyers. 

Mr. Tuomas. How many accountants do you have now? 

Mr. Meisrreu. At the present time we have five. 

Mr. Bazan. We are seeking to bring them up to 13 to work on 
this job. 

Mr. Tuomas. How many lawyers do you have in your shop, 
Mr. Cole? 

You have a legal staff also; do you not? 

Mr. Cote. Yes, sir. 

Mr. Frantz. We have approximately 20 on the professional stall 
outside of the slum clearance group—that is a rough figure. 

Mr. THomas. What do you mean when you say “outside the slum 
clearance group’’? 

That is about the only need for lawyers which you have over there; 
is it not? Your only need for lawyers would be in the slum clearance 
group; would it not? 

Mr. Franrz. No, sir; there are a number of other operating pro- 
grams in the Administrator's Office, Mr. Thomas. 

Mr. Tuomas. Yes; but they are minor. How many lawyers do 
you have, including your slum clearance group, in the Office of the 
Administrator? 

Mr. Frantz. There would be approximately 40, Mr. Thomas. 

Mr. Coir. That would include urban renewal and slum clearance. 
community facilities, and the rest of the Office of the Administrator 

Mr. Frantz. That figure may be a little high. 

(Notre.—The correct “figure i is 39.) 

Mr. Tuomas. When you consider all the constituent branches 0! 
the agency over there, you are going to have 100 or 125 lawyers; are 
vou not? 


, au 
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\r. Cote. Yes; I think that is true; I do not think there is any 
joubt about that, and may I make this very clear on this request, 
» far as the FHA is concerned: 

It is my judgment that they cannot adequately continue the 
dicated inquiries into the 608 and title I programs with their present 
gaf, Mr. Thomas. I do not believe there is any question about that. 
\ir. Tuomas. We have no intention of doing anything but helping 
‘hem to do this job. 

\r. Coe. I realize that. 

\ir. Taomas. Why can you not loan the 40 lawyers in your office 
« these people for this task? 

\r. Cote. Because they are already very busy; their time is 
tilized and in my judgment they are utilized completely. 

| think their responsibilities are so broad and so important that 
there would be no way of transferring them over to FHA any more 
than there would be the possibility of transferring some over from some 
other department. 

Mr. THomas. You certainly do not need 40 lawyers to coordinate 
and supervise. 

Mr. Cote. They are not coordinating. Only a very few are pri- 
marily assigned to coordination and supervision. 


Y and 


» Us 


basis 


HOUSING PROGRAMS WITHIN THE AGENCY 


Mr. Tuomas. Outside of slum clearance, and 2 or 3 other programs 
hich are minor to slum clearance, they are only coordinating? 
j \r. Cone. They are not minor programs, Mr. Thomas, by a long 
k on My “0G they are very important programs. For instance, we have the 


ommunity-facilities program—— 

Mr. Tuomas. That is a brandnew program. You are only in 
ecelpt of that authority as of last year. 

Mr. Cote. No, sir. 

Mr. THomas. You have only had charge of that program for about 
staf! Mag S months. , 
| Mr. Cote. No; that program is not new; that program is an old 
program, 

Mr. Toomas. I know, but it was wound up, for all practical pur- 
here: gy Doses, and you have not had any money now for that program for 
vance Mag (out 18 months, 

Mr. Corr. I am sorry to disagree, but it is not new, nor about 
wound up. 

Mr. Toomas. However, you have not had any money with which 
do 0 do anything for it. 

f the You have collected some claims which you made 4 or 5 years ago. 
Mr. Cote. No; that is not correct. Iam sorry. There have been 
me me programs which we have requested to be canceled, and which 
ine have not bee n canceled, but the program of construction of schools, 
‘ator. lor instance, is expanding. It is expanding, and it is not decreasing. 
Mr. Toomas. Do you mean college construction? 
Mr. Coin. No; schools. 
es of Mr. ANprEws. In what areas has that construction been going on? 
are Mr. Cotz. All over the country. In defense-impacted areas. That 
Be san expanded program, as well as college housing. 


shop, 


slum 


pro- 
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The old community-facilities program to which you are directing 


your attention, it is true, is diminishing—that is very true, but the | 


other programs are not decreasing. 


Mr. Tuomas. What is the situation in regard to your Alaskan | 


program? 

Mr. Cour. The Alaskan program is, I hope, decreasing. 

Mr. Tuomas. That program involves purely community facilities 
and it is about complete and all you have to do is collect the money 
now which you have been putting out? 

Mr. Cote. That is correct. 


Mr. Anprews. What else do you do besides your school program | 


in the overall community-facilities program? 


Mr. Coxe. In the community facilities program there is the work | 
the college housing program—and | 
also we have the Alaska housing program. There is still a program | 
of community facilities that is nearing completion, as I mentioned: | 





in regard to college dormitories 


and we have a new program of advance planning. 


Mr. Anprews. With what is that community facilities program con- | 


cerned? 


Mr. Cote. That program, Mr. Andrews, is the one which was very 9 


active during the war. It was designed to assist communities to ob- 
tain community facilities where they had felt the impact of military 
personnel. 

Mr. Anprews. Is there any money left in that fund? 

Mr. Coxe. There is a little left, but not very much. 

Mr. ANprews. That was for the purpose of building? 

Mr. Coxe. Yes, sir; for construction. 


Now, there is another program for loans to communities for public | 
works, which the Congress enacted, and also we have the advance | 


planning program. 
That program is continuing. I think, generally, that is it. 


Mr. Anprews. I thought the basis for loans under the program 9 


had expired. 
Mr. Cour. For which one? 
Mr. Tuomas. This was reenacted. 


Mr. AnpreEws. The program to assist the communities for planning § 


was reenacted? 
Mr. Cote. Yes, sir. 


Mr. AnpreEws.’ What has been your record of collections in regard § 


to loans to communities for public works advance planning? 


Mr. Coxe. It is quite good, I think. I would say, however, that 


we are having some difficulty with a few of the communities. 


Mr. Anprews. Under the law, the community was not required to 


repay the loan unless the project was completed? 
Mr. Cote. That is true, and generally speaking the record has been 
good with respect to the repayment phase of that program. 


NEED FOR ADDITIONAL PERSONNEL 


Mr. Puiuuirs. I am sorry that I was interrupted by what appeared § 
to be an urgent telephone call. I may have missed a little bit of the 


presentation. 
I do not understand the division of the requested personnel betwee! 


attorneys and what I would call statisticians. You apparently are 


asking for 12 attorneys and 13 accountants. 
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Mr. MeistreELL. That is true. 

\r. Putiurps. It seems to me that what you need are statisticians. 
Mr. Metstrevu. Mr. Phillips, this problem i is tw ofold. The analy- 
ws of financial statements and the questionnaires is largely one of 
determining the cost of the project and the amount of windfall that 
was involved. There are some very difficult and complicated legal 
problems involved in this entire program. 

The two must necessarily go together if we are to accomplish the 
objectives which we hope to achieve. 

We have in mind, and in my opinion I think we have very good 
grounds, for recovering a substantial amount of this money for the 
Government. Time, of course, is an important factor. There has 
been a great deal of public ity given to this whole problem, and I think 
if we move rapidly and effectively we will be able to recover a substan- 
tial sum of money. 

| might mention that we have already entered into tentative settle- 
ments with 4 of these so-called windfall builders, and I may, very 
shortly, be able to report that we have had over $1 million paid back 
to us. 

Mr. Puitures. Mr. Meistrell, this committee is not going to resist 
the recovery of money. 

Mr. Merstrevu. I understand that. 

Mr. Puriurps. I think the question is a technical one, and that 
it is not a question of whether you need 25 people or 45 people, but 
it is a question as to why you need 12 attor neys and 13 accountants. 

Mr. MreIsTRELL. Yes, sir. 

Mr. Purturps. I think it is a question as to why you need 12 
attorneys and 13 accountants to do a job of bringing in statistical 
information, and then codifying it. 

I gather from your statement that a good deal of this work 
considered as temporary? 

Mr. MrtstrRELL. Yes, sir. 

Mr. Puiturps. Why not, in an agency with experienced statisticians 
and experienced attorneys, for what amounts to an emergency job, 
take men from one staff and put them on the emergency job and then 
return them to their regular jobs? They are experienced, and they 
know the general background of the situation, and the 12 attorneys 
whom you bring in will not know anything. 

Mr. MetstrELL. Well, that would be very desirable. 

Mr. Puituips. Why would you not get a better job and, from our 
ar get it done for less money if you do it that way? 

MetsTRELL. Well, to begin with, we do not have the attorneys 
walk ible in our own organization. Mr. Cole has indicated that they 
we not available in his office, nor do we have the accountants and 
‘tatisticians available. 

Mr. Mason. I think we should explain to Mr. Phillips that what we 
want of these attorneys is to conduct the negotiations to recover the 
honey, 

Mr. Munepania. That is right; as well as to do a good deal of legal 
research 

Mr. Phillips, in this particular area we are very likely to have to 
hake some new law. That is a likely new field. In many instances 
these mortgagors took funds out through loans, through redemption 
ofstock and through dividends, in violation of their c orporate charter, 
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and it means analvzing the applicable State law. We have anotho, 
serious problem: If we are able to get restitution made to the corpora- 
tion, which in itself would be an accomplishment, because it would 
protect us in the event of default. We hope to be able to apply any 
recovery of so-called windfall profits toward recasting the mortgage. 
and if we do, we will then effect rent reductions. 

In both of those areas there is a great deal of legal research to be 
done. Also, we have evidence of irregularities that may ultimately 
constitute fraud in a legal sense. We have evidence of corruption on 
the part of FHA employees. There are many problems of that nature 
which are strictly legal in their concepts which we hope to investigate 
and prepare these cases so that if we are not successful in effecting 
settlements, we will proceed to litigation. 


MORTGAGE INSURANCE APPLICATIONS 


Mr. Taper. I have been going over these justifications. The 
justifications indicate that the funds requested are for the purpose 
of taking care of 214,500 new applications, that were not contemplated 
at the time of your original budget hearings. 

Mr. Tuomas. That is right. That is a nonadministrative cost. 

Mr. Taser. Your testimony here today is on the question of 
windfall operations and checking up, perhaps, on possible fraudulent 
procurement of Federal mortgages, or Federal guarantees. 

Mr. Tuomas. Might I interrupt for just a minute? Their requesi 
falls into two parts. One is to take care of the increased workload 
in the nonadministrative expense in the field and to take care of new 
applications which exceeded their best judgment by 40 percent 
That is a little over $5 million dollars. 

The second is a small amount, $125,000, to take care of administra- 
tive expenses. That fund will be spent for lawyers and accountants 
who will study windfall profits. 

The one request is for $125,000, a small amount, and the other is for 
five million plus. 

Mr. Bazan. Of those figures, $125,000 is for windfall and for cer- 
tain other problems under 608, and $5,310,000 is the expense of process- 
ing these additional applications. 

Mr. Taser. How many applications have you had already? 

Mr. Bazan. We have had this fiscal year, to date, 337,000 applica- 
tions through December, and we expect to get nearly 400,000 in in the 
balance of the fiscal year. And we are backlogged almost throughout 
the country on an average of better than a month; but it ranges in 
some offices from 3 weeks up to 7, 8, and 9 weeks. We hope to bring 
those backlogs under control and get out this additional business that 
we are getting. 

Mr. Taser. How many applications did you contemplate you would 
have when you were up here asking for your regular request last year 

Mr. Bazan. When we came up for our regular request, it was for a 
program of 425,000 unit applications for mortgage insurance. The 
revised estimate for the year is 706,000 and that accords with the rate 
at which we are now receiving them. The original estimate accorded 
with the general assumptions made by the administration that housing 
applications would be down and the starts would be around 900,000; 
whereas they are running now between 1,200,000 and 1,300,000. And 
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the e xisting construction home mortg age applications have just about 
joubled in the last few months following the new Housing Act. 

\ir. Taner. What percentage of the housing construe tion is financed 
through these operations? 

Mr. Bazan. Approximately 25 percent up to 30 percent start unde 


FHA inspection. Not all of them ultimately are financed through 
FHA insurance, but they start under our program and come through 
FHA processing. 

Mr. Taper. On that basis of 600,000, vou would have total con- 
structions or starts of approximately 1,800,000 units. 

Mr. Bazan. Excuse me; but 300,000 of our total applications will 

. for existing homes that are not counted in those construction 
ieecaie. 

Mr. Mason. Another thing: Under the new act, a greater percent- 
age than in the past will probably be under FHA because of the more 
liberal terms of the Housing Act under FHA than the conventional. 

Mr. Taper. With that picture manne probable housing units 
inder construction of better than 1,200,000, you would not figure 
there would be any need for these public housing projects, would you? 

Mr. Bazan. That question is beyond my province, Mr. Taber. 

Mr. Coir. I think, Mr. Taber, that would be the type of question 
| should answer rather than FHA. 

The question of the need for public housing as related to the num- 
ber of starts in FHA must be broken down. Public housing is sup- 
posed to provide housing for people in low incomes who a unable 
to obtain decent housing in the private market. The last Congress 
limited public housing to those people dispossessed from slum clear- 
ance projects and by ‘other governmental action. So the program is 
quite limited. 

Now it is true, in my judgment, that an expansion of construction 
of new housing, partic ularly with the assistance of FHA which helps 
to construct housing in the lower priced bracket—it is true that the 
expanded program of construction of new housing in the lower cost 
area will relieve the pressure or the need of housing for people with 
low incomes 

Quite frankly, there will always be people in low incomes unable to 
purchase or to rent a house in certain price brackets. We all know 
that. The policy question then becomes—What is the responsibility 
of the Federal Government to assist those people? 

I do not know whether I have answered your question, but I do 
think you cannot merely say that by reason of 1,200,000 starts in 
1 year there would be no need for assistance to people with low 
incomes. I also say to you that you have a very good point—that 
the expanded building of new housing will relieve the pressure for 
assistance to people in low incomes. The issue is whether, in an 
expanded housing market, there is any need for public housing, or 
how long that need will continue. You can break it off and say 
“None,” or you can say there will still be a field in which some people 
will need assistance. It is a matter of judgment and policy. 

Mr. Tuomas. I think our genial and able counsel (Mr. Meistrell) 
was a little on the weak side a while ago, on the modest side, when he 
spoke about FHA being 3 or 4 w eeks behind with their workload. 
Several members of this committee visited a good many of their 
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field offices and they are 3 or 4 or 5 months behind. There is no} 
much justification for that. 

Gentlemen, if there are no further questions, we will excuse 
gentlemen and thank you for coming over. 

Mr. Mason. We thank you very much for the opportunity. 

Mr. Tuomas. We will be seeing you again, I am sure. 


you 


TUESDAY, JANUARY 11, 1955. 


FOREIGN CLAIMS SETTLEMENT COMMISSION 


HENRY J. CLAY, ACTING CHAIRMAN 
ROBERT A. KENNEDY, EXECUTIVE DIRECTOR 
ANDREW R. McGUIRE, GENERAL COUNSEL 
JULIUS KLEIZO, BUDGET OFFICER 


Mr. THomas. Gentlemen, the committee will come to order. 

We have with us this morning witnesses from the Foreign Claims 
Settlement Commission. We have Mr. Clay, Acting Chairman: 
Mr. Kennedy, the Executive Director; Mr. McGuire, General Counsel. 
and Mr. Julius Kleizo, Budget Officer. 

The letter of transmittal contained in House Document 61 and 
pertinent parts of the justification will be inserted in the record at 
this point. 

(The information referred to is as follows:) 


EXeEcUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BvupbGeET, 
Washington, D. C., January 7, 1955. 
The PRESIDENT, 
The White House. 

Sir: I have the honor to submit hereiwht for your consideration a draft of a 
proposed provision pertaining to the fiscal year 1955 for the Foreign Claims 
Settlement Commission, as follows: 


“INDEPENDENT OFFICES 
“FOREIGN CLAIMS SETTLEMENT COMMISSION 


““ADMINISTRATIVE EXPENSES 


“For an additional amount for ‘Administrative expenses’’, for carrying out t/ 
provisions of the Act of August 31, 1954 (Public Law 744), $130,000, to be derived 
from the War Claims Fund created by section 13a of the War Claims Act of 1945 
(Public Law 896, approved July 3, 1948); and this amount and amounts previously 
made available from this source to the Foreign Claims Settlement Commission for 
‘Administrative expenses’ shall remain available until June 30, 1955: Provided, That 
the limitation under this head in the Independent Offices Appropriation Act, 1955, 
as amended by the Supplemental Appropriation Act, 1955, on the amount avail able 
for expenses of travel of the Foreign Claims Settle ment Commission (War Cl 
Commission) is increased from ‘$8,000’ to ‘$12,000’.”’ 

The proposed provision, including authority to expend unobligated balances 
which otherwise expire on March 31, 1955, is necessary to provide funds for - 
organization and administration of claims settlement programs authorized - 
Public Law 744 (approved August 31, 1954). No provision has to date be 
made for these expenses during the fiscal year 1955. 

I recommend that the foregoing proposed provision be transmitted 
Congress. 

Respectfully yours, 


a 
To 


RowLaNp HwuGHEs, 
Director of the Bureau of the Bu 





9x 
~~ 


ApMINISTRATIVE EXPENSES, FOREIGN CLAIMS SETTLEMENT COMMISSION 


Amounts available for obligation 


Presently 

available, 

fiscal year 
1955 


- a a v - 


mitation or estimate (transferred from **War Claims Fund"’ 
hligated balance not available for subsequent use 


Obligations incurred 


Obligations by activities 


Presently 

available, 

fiscal year 
1955 


\{dministration and settlement of war claims: 
World War Il 
norean 


$770, 000 
100, 000 


Obligations ineurred 870, 000 


Obligations by objects 


Presently 

available, 

fiscal year 
1955 


Object classification 


Summary of Personal Services 


iumber of permanent positions - - 
e number of all employees. 
er of employees at end of year 


\{verage salaries and grades: 
General schedule grades 
Average salary _- 
Average grade 


nal service obligations 
Permanent positions _- —T 
Regular pay in excess of 52-week base 
Payment above basic rates-_-- -- 


Personal services obligations 
Obligations 
ersonal services pertia teaenee 
ravel ad 
ransportation of things 
unication services 
ing and reproduction 
ontractual services 
es performed by other agencies 
s and materials 
pment 
s and assessments 


I 
T 
T 
( 


tal obligations 


GENERAL STATEMENT 


$915, 000 
45, 000 


870, 000 | 


Revised esti- 
mate, fiscal 
year 1955 


Difference 
increase (+ 


$1, 045, 000 + $130, 000 
+45, 000 


000 


+175, 


1, 045, 000 | 


| 
Revised esti- 
mate, fiscal 
year 1955 


Difference 
increase (+) 


$945, 000 
100, 000 


1, 045, 000 +175, 000 


+$175, 000 


Revised esti- 
mate, fiscal 
year 1955 


Difference 
increase (+ 


+151, 426 
+374 

+1, 300 
153, 300 


-153, 300 
+4, 000 
+400 
+2, SOO 
+-2, 200 
OOO 

, 600 

> 600 
400 
-700 


000 


authority to expend unobligated halances of $45,000 remaining after 


31, 1955, from funds appropriated to the 
nission and the additional $130,000 is necessary to 
nization and administration of claims 
tust 31, 1954). 


Foreign 


under Public Law 744 
No administrative expenses have been appropriated for this 


Claims Settlement 
provide funds for the 


approved 
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purpose since Public Law 744 was passed afte: supplemental funds wer 
available. 

Of the $915,000 available during this vear, $770,000 will be required to corp)os 
old cleims programs bv March 31, 1955. Of the remainder, $100,000 has by | 
earmarked by Public Law 663 (approved August 26, 1954) for Worean elg 
expenses. The $45,000 unobligated balance represents savings. ‘ 

The $175,000 for the fourth quarter, fiscal vear 1955, is required to car 
the provisions of Public Law 744 in effecting an orderly transition from th 
claims program to the new, formulating new policies and procedures, develo; ff 
new claims criteria, establishing administrative and fiseal controls, and beginning 
the processing of claims. 

The amount estimated is considered the minimum required for the foyrt! 
quarter, fiscal year 1955, for these purposes. This estimate is based on prio; 
experience in instituting claims programs and will enable the Commissio; 
carry out the program under Public Law 744 through to fiscal year 1956 
01 Personal services, $153,300 

Personal services attributable to Public Law 744 claims program is reflected j R ( 
the following table showing the relationship to the current year appropriations 
The net difference represents the amount of personal service funds required by t} 

Foreign Claims Settlement Commission for the fourth quarter, fiscal year 1955, fo) 
activities under Public Law 744, including a proportionate share of terminal leay: 
payments of approximately $30,000 required to achieve the employment leve! 


required for fiscal year 1956. - 
8. ] 
3 quarters 4 quarters T)ifferer \ | 
fiscal year fiscal year | ae I 
1955 1955, 744). oe 
presently revised make as j . | 
available estimates ee 
ear ios ins —_ i iieaieceti Be 
Number of positions -- a : 200 200 
Average employment (man-years) . E 167 194 
Amount ; . $790, 340 640 +$153 a 


Less personal services (Korean claims) ‘ 87, 700 , 700 


Net..... juan . * 702, 640 55, 940 


02 Travel employees, $4,000 

It is estimated that $4,000 will be required during the fourth quarter for travel 
of employees in connection with the administration of claims programs and provide 
for the expenses of attendance at meetings. 


03-15 Other operating expenses, $17,700 


The expenses under these objects will provide for the communication services 
reimbursements to other governmental agencies for use of their facilities and \ 
services in carrying out the functions of the Commission, purchases of necessary 


supplies and equipment, payment of necessary taxes and other expenses necessar) ak 

for the proper performance of the Commission during the fourth quarter, fiscal 

year 1955. The total cost will be $30,000, of which $17,700 will be for adminis- 

tration of Public Law 744 and the balance of $12,300 for expenses of Public 

Law 615. \ 
er 
\ 
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on supplemental appropriation and revised estimates. administrative 
er pen ses, FC 'S( ; 


Present appropriation or estimate $915, 000 
\dditional amount available 15. 000 


Total amount available 870, 000 


\pportionments : 
Ist quarter _- 250, 000 
2d quarter 310, 000 
3d quarter 210, 000 
{th quarter - - i 
Budgetary reserves_ -- 145, 000 


Total apportionments and reserves 000 


Obligations: 
Ist quarter (actual) = 715 
2d quarter (estimated) _ _- , 285 
3d quarter (estimated) ___- 55, 000 
{th quarter (estimated) - 275, 000 


Total actual and estimated obligation . 045, 000 
Less total amount available _ -- 870, 000 


Estimated supplemental required 75, 000 
Estimated supplemental included in latest budget 5, 000 


Date needed: 
For obligations, Apr. 1, 1955. 
For expenditure, ian. 1, 1955. 
Estimated expenditures from supplemental: 
Perised 


In current fiscal year nt $150, 000 
In next fiscal year___- 25, 000 
After next fiscal year 


1... ; a Sie 5, 000 


\ctual obligations last 3 months: 
September _ - - - -- $82, 714. 
October___. _... 93, 499. 
November _ _ __ 7 ae 


Mr. Clay, do you have a brief statement that you would like to 
ake to us this morning? If so, we want to hear it. 


GENERAL STATEMENT 


Mr. CLay. We do, sir. We have a prepared statement for the 
members of the committee which I would like to have incorporated 
ithe proceedings at this point. 

Mr. Toomas. We will put that in the record right now and get 
wn to business. 


The statement referred to is as follows: 


Chairman and members of the committee, we are appearing before you 
request authorization to transfer from the war claims fund $130,000, 
ise unobligated balances from funds previously authorized, for adminis- 
penses during the period April 1, 1955, to June 30, 1955. The war claims 
ated section 13 (a) of the War Claims Act of 1948 (Public Law 896 
, approved July 3, 1948 
on for this request rests in the fact that many new cat 
‘d to those originally authorized under the War Cle 
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amendments by the enactment of Public Law 744 in the closing hours of the g 
Congress. At the same time, no provision was made for administrative exnenae 
necessary in connection with the settlement of such claims. These new claims myo 
be filed within 1 year following the date of enactment of Public Law 744 on Ayov 
31, 1954. F 
At the present time it appears that there will be a balance of $145,000 remai, 
after March 31, 1955, out of a total of $915,000 authorized by the 83d Cong 
for “expenses neces ery to complete the activities of the War Claims Commissio; 
Of this balance, $45,000 represents a savings effected in the administration of +}, 
old claims settlement program, while $100,000 represents that portion of +i, 
aggregate appropria‘ion which the Congress allocated to the initiation of the Dro- 
gram provided under the terms of Public Law 615, approved August 21, 1954. fo; 


administrative expenses in connection with compensation of Americans detaine: 
as civilian internees and prisoners of war during the Korean conflict. 

Under the War Claims Act of 1948, as amended, the War Claims Commissio, 
now the Foreign Claims Settlement Commission, was required to complete its 
activities not later than March 31, 1955. The Commission has taken greg; 
pains to carry out the mandate of the Congress in these respects, and yet functio: 
within stringent budgetary limitations. The earmarking of this $100,000 ite 
for expenses in connection with the Korean program has made this doubly difficul; 

It will be recalled that the Congress further specifically provided that th 
funds shall not be available for obligation after March 31, 1955. A recent 
decision of the Comptroller General has determined that the restriction on tly 
obligation of these funds does not extend to the $100,000 item because of th 
manner in which the Congress designated its use, whereas it was determined o: 
the other hand that such restriction would apply to the $45,000 item. 

The Commission will complete its activities with respect to former war claims 
pro ram on March 31, 1955, but will be unable to administer the new program 
authorized in Public Law 744 unless the requested funds are made available for 
pavment of administrative expenses in the fourth quarter of the current fiscal 
vear. Our request here today, then, is that the restriction with respect to obligat- 
ine the $45,000 item to which I have referred be removed, and that an additiona 
$130,000 be authorized for transfer out of the war claims fund for administrativ: 
expenses for use in getting these new claims programs under way. 

The Commission now has on hand 63 claims filed pursuant to the new lay 
The include claims for detention benefits bv certain civilian internees heretofor 
ineligible to receive such pavments, cleims of American citizens captured and held 
as prisoners of war in World War II while serving in Allied forces, claims of Amet- 
can merchant seamen who were detained by hostile forces duwiing World War II 
and who were ineligible under the basic provisions of the act, and claims for rein- 
bursement for losses resulting from the sequestration of bank accounts and 2th 
credits in the Philippines by the Japanese in Wo1ld War II. These are the f 
broad categories of claims authorized to be paid from the war claims fund. 1! 
Commission has estimated that 2,283 additional claims will be filed in these 4 cat 
gories between now and July 1, 1955. 

The Commission has presently distributed an aggregate of 2,325 claim applica- 
tions to known potentially eligible claimants under this program and is receiving 
inquiries and requests for applications at an average dailv rate of 75. Of course 
this does not adequatelv reflect the total number of such inquiries and reauests 
which must be examined, searches made, and consideraticn given in determining 
petential eligibility, since many telephone inquiries and congressional calls must 
be bandled and processed. In addition, a great percentage of these inquiries a" 
for immediate rejection. However, the necessary work must be and is being 
performed. 

In closing, I wish to earnestly ask that this committee grant favorable ( 
sideration to the reauest made here today to enable the Commission to make a! 
orderly transition from the completion of the old program on March 31, 1900, | 
these new categories of claims on April 1, 1955. 

I am accompanied by members of the Commission staff who will assist m 
furnishing any specific and technical data you may require. 


~)T 


me 


Mr. Cray. If I may have the opportunity, I would like to sum 
marize the points in the statement for you, sir. 

We are requesting funds for the period from April 1, 1955, to June 
30, 1955, to enable this Commission to adjudicate six particular typ® 
of new claims that have been assigned to the Commission, pursual! 
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«) Public Law 744, which was approved by the Congress on August 
1%: >-4. ; 

\r. Potties. Do you mean that this request is only for a 3-month 
aod? 

, \fr. CLay. That is correct. When that legislation was enacted no 
. ‘nds were provided. 

\ir. Toomas. That is not all. You have Public Law 615 also. 

\fr. CLay. There has been earmarked $100,000 for the cost of ad- 
ministering the Korean war claims. We are asking for authority to 

bligate $45,000 estimated savings from this current year, and we are 
asking for in effect here $130,000 additional in order to administer the 
provisions of Public Law 744. 

\fr. Toomas. What you are leading to is there were no appropriated 
funds. There was a section of the law that earmarked $100,000 of the 
old war-settlement funds for Korean purposes. Proceed. 

Mr. Cray. Yes. 

Public Law 744 provided that claims be filed within 1 year after the 
approval of the act, which would be August 31, 1955, and that the new 
aims be settled by this Commission within the 2-year period from 
the date of enactment, which would be August 31, 1956. Four months 
already have elapsed, and three more will probably elapse before 
funds will be available to enable the Commission to begin the 





ta processing of these claims. That would leave only 5 months in which 
scal the claimants could file their claims within the provisions of this law, 
: and it should be noted that some 7 months must be deducted then 
rh from the 24-month period. 
- Mr. THomas. We will take exception to that statement, but go 
ahead. 


Mr. CLay. Specifically, Mr. Chairman, for our purposes we need 
during the fourth quarter of 1955 $175,000 to administer Public 744. 
‘Il We are requesting transfer of an additional $130,000 from the war- 
clams fund and an authorization to obligate the $45,000 from unob- 
ligated balances from the fund that has been previously authorized. 
The I feel we are coming today before the committee in the very best 
faith, although I recognize the fact there has been a considerable 
amount of skepticism and doubt in the mind of the committee as to 
the intentions of this Commission. 

During the past year we have completed the Panamanian Claims 
ests Agreement on time, as of June 30, 1954. We completed the Yugoslav 

ng Claims Agreement as of December 31, 1954, and I might suggest to 
you that when the International Claims Commission took over these 
categories—of which I was the acting chairman for the time—we had 
about two-thirds of those claims remaining to be adjudicated. We 
con- compl ‘ted the task. 

e al We have three groups of claims under the War Claims Act remaining 
| to be completed by March 31, 1955. Those include the remaining 
religious claims, civilian internee claims, and the prisoner-of-war 








claims, 
ai Mr. Tuomas. Now, you are reverting to the old War Claims Com- 
= mission, are you not? 
june Mr. CLay. Yes. 
“pes [come to you today and tell you that these claims will be completed 


rant on date. What we are here today asking you for is sufficient funds 
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to administer Public Law 744 to enable this Commission to compler 
its work on time on August 31, 1956. 

Mr. Tomas. You certainly can add this Commission to the eyer. 
growing list. The most permanent thing on earth is a temporary 
Government agency. ‘This is just another practical example. , 

Mr. Cray. Mr. Chairman, I do not take issue with your conclusio; 
on that. 

DUTIES OF COMMISSION UNDER PUBLIC LAW 744 


Mr. Tuomas. Tell us what your duties are under Public Law 744 

Mr. Cuay. Public Law 744 imposes upon us the responsibility of 
administering six types of claims. 

Mr. Tuomas. For all practical purposes this grows out of a con- 
tinuation of the old War Claims Commission. 

Mr. Cray. It arises as a result of activities in World War II: that 
is correct, but the Foreign Claims Settlement Commission of the 
United States was established under the President’s Reorganization 
Plan No. 1 of 1954 to establish a permanent commission to invite the 
filing of claims, to provide continuity in the investigation and admin- 
istration of claims of all types. 

Mr. Tuomas. And the main thing is to give it something to do so 
as to extend the old War Claims Commission. It started out with 
World War II people. Now, you have added civilians, banks, and 
corporations. Where did all of this legislation originate? Did not this 
originate in the old War Claims Commission? I cannot get that out 
of my mind. 

Mr. Cuay. No, sir. The provision that I am particularly con- 
cerned with, since it is under my province in the administration, is 


the sequestration of bank accounts in the Philippine Islands. 

Mr. THomas. There is one good thing about it. It limits all the 
benefits to come from the assets taken from the Japanese, which are 
now over in the Department of Justice. You are limited to the 
war claims fund. There cannot be any appropriated funds for admin- 
istrative expenses or benefits. 


DUTIES OF COMMISSION UNDER PUBLIC LAW 615 


Now, tell us about Public Law 615. What does it do? 

Mr. Cuay. Public Law 615 in effect relates to Korean prisoners 0! 
war and civilian Americans captured in Korea. Those claims, as 
you suggested, have already been allocated to the Commission during 
the last session of the Congress. 

Mr. Tuomas. Who pays the benefits awarded there? Out of what 
funds do you get that? 

Mr. Cray. That comes out of the war claims fund. 

Mr. Tuomas. No; it does not. It comes out of the Treasury 
appropriated funds. 

Mr. Cuay. I beg your pardon. It comes out of appropriated funds 

Mr. Tuomas. Now, here, for example, is a veteran. He has beet 
in the Korean war. He has been badly shot up. Finally when 
comes through he is 80 percent disabled. He gets his 80 percel! 
entitlement for disability out of the Veterans’ Administration. 

Now, here is another veteran, No. 2, of the Korean war. He we 
not shot up. He was captured, perhaps half starved to death, perhap 
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ni pirsate d, and when he finally is discharged from the armed services. 
‘he has any disability he draws from the V eterans’ Administration 
ion entitlement for his disability, but in addition to that he 
omes now to the Foreign Claims Settlement C ommission and he 
raws compensation for “everything under the sun in addition to 
chat he gets out of the V eterans’ Administration. 

— ver, the other veteran who was shot down and maimed for life 
ud has 80 percent or 100 percent disability, all he gets is what the 
Veterans’ Administration gives to him in the way of benefits. 

Mr. Cuay. Mr. C hairman, I am in no position to differ with you, 

Mr. Tuomas. Who thought up this legislation? I think it has 
ome from your Commission. You have grasped everything on earth. 
You did not stop with what you have now. There is a paragraph in 
here that directs the Department of Health, Education, and Welfare 
io figure out just who did what and who got hurt. Of course, the next 
step is to come in and pay the beneficiaries, I guess. 

Mr. Cray. Well, Mr. Chairman, I am in no position to take issue 
with you. This Public Law 615 is now on the statute books, and this 
Commission has been charged with the responsibility of administering 
the claims. 

Mr. Tuomas. Who drew up this legislation? Where did it come 
fom? It is bound to have come from your Commission. I do not 
cnow of anyone else who has time to make up these things. 

Mr. Cay. This was reported favorably to the Congress by the 
Commission and it was requested by the House Interstate and For- 
eign Commerce Committee to assist in drafting. 

Mr. THomas. In that particular case, it came out of the War 
Clams Commission. Anyway, you want to transfer $45,000 of 
obligated funds out of the $915,000 that you were given to wind it 
ip; lock, stock, and barrel, after the third try on March 31 of this 
year. You had $915,000 with which to do that; $100,000 of the 1955 
appropriation has been earmarked for administrative expense of the 
horean claims program. You have $45,000 left of the original 
$915,000 less the $100,000 earmarked for the Korean program. You 
want to transfer that now for the administrative expense. That 
$45,000 is not appropriated funds. It comes out of the revolving 
fund—we will call it that for lack of a better word—the assets of the 
Japanese now in the Justice Department. In addition to that, you 
want $130,000 more to be transferred out of the war claims fund. 
lt is not to be from appropriated funds? 

Mr. Ctay. That is correct. 

Mr. Toomas. What is the status of that fund in the Department 
{Justice now? There is bound to be a limit as to how much you 
have, 


STATUS OF THE WAR CLAIMS FUND 


Mr. Cray. Mr. Chairman, I do not have the information as to 
‘hat the status of the Alien Property Custodian’s fund involved 
there is. I can give you the figures as to the status of the war claims 
‘und as such, which have been allocated to this Commission. 

Mr, THOMAS. All right. what is the status of their funds? 

= Ciay. The total deposits to the war claims fund amounted to 

nillion, The balance that is now available from that fund is 
445,946, 
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Mr. Tuomas. Is that going to be sufficient now to last 2 years fy 
the administrative expenses of the new Commission and pay th 
claims adjudicated by the Commission? 

Mr. Cray. In effeet what we are coming before you today for is to 
ask you to provide funds for us to complete the present workload 
under the statute that exists. We say to you—we have completed to 
date two programs. We intend on March 31, 1955, to complete t] 
three remaining programs. 

Mr. THomas. Are you going to have an unexpended balance over 
and above that $175,000 from the old War Claims Commission out 
your $915,000? 

Mr. Kennepy. We would plan to save as much as we can on tha; 
balance, Mr. Chairman, but we figured this estimate very closely 
and it would come right down to the wire pretty close, sir. 

Mr. Tuomas. What other claims do you have filed now unde: 
Public Law 744? 

Mr. Cuay. At the present moment we have approximately 63 
claims, but we are receiving inquiries at the rate of approximately 
75 a dav. 

Mr. Tuomas. This law has been in effect now better than 4 months 

Mr. Cuiay. We have had no funds to advertise with to do anything 
about it. 

Mr. Puruurps. Advertise what? 

Mr. Tuomas. Hunt customers. 

Mr. Taser. To circularize the prospective customers. 

Mr. Cuay. That is correct; yes. 


it 


ESTIMATED NUMBER OF CLAIMS 


Mr. Tuomas. What is your best guess as to the total number of 
prospective beneficiaries you have under Public Law 744? 

Mr. Ciay. Under Public Law 744 we believe there will be approvi- 
mately 14,933 claims filed with the Commission. 

Mr. Tuomas. Dollarwise, what do you think those 14,933 claims 
will amount to? 

Mr. Cuay. About $16,714,800. 

Mr. Tuomas. Is there a limitation in Public Law 744 as to the total 
amount they can recover? 

Mr. Cuay. There is no limitation. 

Mr. Tuomas. Neither for civilians nor military personnel? 

Mr. Cuay. There are six categories. The one that is the most 
difficult to assess is the sequestered bank accounts in the Philippi 
Islands and other credits. 

Mr. Tuomas. I notice one limitation in the act. It is hardly a 
limitation. It is a limitation to the effect if the funds play out and th 
claim is in excess of $500, then what is in excess in each of the $5l) 
claims will be prorated down. 

Mr. Cuay. As to the remaining amount of money that would be 
available for them, that is correct. 

Mr. Tuomas. That all comes out of the Alien Property fund? 

Mr. Cuay. That is correct. 

Mr. McGuire. I believe that we should correct the record wit! 
regard to a statement that was made a few moments ago with respec! 
to the balance remaining in the war claims fund. I think the record 
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si il now show that $7 million would indicate a balance remaining be- 
re the inclusion of the Public Law 744 claims, but this statement 
has Public Law 744 worked into it. 
Mr, Tuomas. Public Law 744 is not a part then of the $7 million? 
\fr. CLay. Of the $7 million balance. 
\fr. McGuire. That is the balance after Public Law 744 has been 
a 
Tuomas. How much is now in the Alien Property Custodian 
hind? 
\r. Ciay. In our fund? 
\lr. Tuomas. No; the Alien Property Custodian’s fund? 
\ir. CLay. I do not know that. 
\ir, Toomas. Your $225 million came from the overall fund? 
Mr, Cray. That is correct. 
Mr. Taomas. How much is left in the overall fund? 
Mr, Ctay. I do not know. 
\ir. McGuire. There was an original estimate of $550 million. 
How much has been paid back to eligible claimants before the Office 
Alien Property we do not know. We have not been able to get a 
frm figure from the Department of Justice on what might in the future 
become available for deposit to the war claims fund. Those figures 
are not available to us. 
oor. Tuomas. I believe you stated that there are about 14,000 eligi- 
ble claimants under Public Law 615. 
“Vir. C tay. Under Public Law 615 there would be approximately 
14,425 potential claimants. 
\ir. Tuomas. What would be the ultimate cost of that? 
\lr. Cay. The ultimate cost of that would be $12 million. 
\lr. Toomas. That is all appropriated funds? 
Mr. CLay. Correct. 
Mr. Tuomas. Does that $12 million include your administrative 
expense, or is that only benefits? 
Mr. Cuay. It does not include the administrative expenses. 
Mr. THomas. What do you think your administrative expense 
rill be in addition to that $12 million. 
arn CLay. Our past experience has been that the administrative 
expenses will run between 3 and 5 percent. 


NUMBER OF PERSONNEL ON ROLLS 


Mr. Tuomas. How many persons do you have on the payroll now? 
Your estimates are somewhat conflicting. How many do you — 
is of today? 

Mr. Clay. At the present time, as of January 11, 1955, we have 172 
personnel on the payroll. For the period we are asking for funds, we 
will have 167 on the payroll. 
an Tuomas. With these additional funds that you are going to 

, not $175,000 but in truth and in fact $275,000, how many people 
are vou going to keep on the payroll during the last quarter? 

Mr. ‘LAY. We are going to keep on the payroll 167 people. 

THoMas. W hy do you need the same number of people to 
ss? Your workload was about four times as 
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great adh 
Mr. Ctay. That is not correct. 
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Mr. Tuomas. How much greater was it? 

Mr. Cuay. In the second period of this quarter we employed 29; 
people. In the third quarter we will have employed 172 individual 
and for the fourth quarter we will employ 167. 

Mr. Tuomas. Your justifications show 200. 

Mr. Kieizo. May I make a remark on that? That 200 represents 
approved positions, sir, positions that have been authorized to bp 
filled during the vear. 

Mr. Taser. What kind are the others? 

Mr. Kueizo. The 167 actually represent bodies that we will need 
for the fourth quarter. 

Mr. Tuomas. How many claims are you going to dispose of during 
the third quarter? 

Mr. Cuay. We are going to dispose of the remaining claims of the 
religious war claims, civilian ‘nternees, and the remaining prisoners 
of war. 

Mr. Tuomas. I understand that, but what is the number? 

Mr. Cray. 27,134. 

Note: Correct figure supplied later is 16,168. 


ANTICIPATED WORKLOAD 


Mr. Tuomas. And your total workload under Public Law 61) 
over a period of years will only be 14,000 claims, and you will not 
have anything like that under Public Law 744. 

Mr. Cuay. A great deal of the work on the remaining claims load 
has been done. The primary adjudication has been completed 
The appeals work is in the process of being disposed of now. We ar 
now in the process of closing out the remainder of the claims. 

Mr. THomas. How many cases do you think you are going to have 
under Public Law 744? 

Mr. Cray. For what period? 

Mr. Tuomas. The fourth quarter. 

Mr. Cuay. The grand total for the fourth quarter we estimat 
will be 4,400 claims. 

Mr. Tuomas. How do you break that down as between Publi 
Law 615 and Public Law 744? 

Mr. Cuiay. Under Public Law 744 we believe we will have to 
handle 2,238 claims. ; 

Mr. Tuomas. And you have 63, and the law has been in operation 
4 months? 

Mr. Cray. Those are the actual claims that have been filed. W: 
have been receiving on the average 75 mail inquiries a day as to thi 
law since enactment. 

Mr. Tuomas. Assume that your figures are correct. Multiply by 
two. Do you anticipate that you are going to have 2,000 claims’ 
Say that you are going to have 4,000. At best, you would not hav 
more than 5,000 claims to dispose of, and yet with your presell! 
staff you have been disposing in the third quarter, how many claims 
did you say—16,000? 

Mr. Cray. Under Public Law 615, since it was enacted, we receive" 
3,932 claims. 

Mr. Tuomas. How do you get around your own arithmetic? 
this third quarter you have disposed of 16,000 claims. If you multip! 
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rour own figures, your anticipated figures for the fourth quarter, you 
il] not have 5,000 claims, and with the same amount of money. 

\fr. Cay. I can explain that. 

\r. Tuomas. Do it right quick. You are getting down to all that 
is involved here. 

Mr, Cray. This is a closing-out process. These claims are going to 
be disposed of by March 31, 1955. The herculean task of vetting 
ihrough the claims and getting them ready for final issuance has 
practically been done. We are now in the process administratively 
of closing the cases out and terminating the program. 

Under the two new laws we have a completely different proposition. 
fhey have to be investigated. We have to contact the necessary 
sources and individuals that are interested in these programs and set 
ip a new claims program. 

Mr. THomas. Let me interrupt you right there. If your big heavy 
workload under the old War Claims Settlement Act is virtually over 
and you are just now winding up, what have the people been doing 
for the last 2 or 3 months? Have they been investigating? 

Mr. Cray. No, sir. We have been doing a tremendous job of 
taking appeals in these cases and hearing appeals, which is provided 
for by law. 

Mr. THomas. You confuse me. In one breath you tell me it is 
virtually over and in the next breath you say you have been going 
night and day. 

Mr. CLay. My statement was relative. 

Mr. Taper. I do not understand all of this. How many claims 
lave you presently on file that have not been disposed of? 

Mr. Cray. Under what set of laws? 

Mr. Taper. All of them. 

Mr. CLay. Under the programs that are due to be disposed of on 
March 31, 1955, we have 16,168 claims yet to be disposed of. Under 
Public Law 615 we will have received in this period, and by the fourth 
quarter, we anticipate 3,992 claims. 

Mr. THomas. To date, under Public Law 615, you have 3,992? 

Mr. Kennepy. We actually have 3,932. 

Mr. Cay. Under Public Law 744, the merchant seamen, we now 
ictually have in hand 45 claims. Under the civilian internee provi- 
sion of Public Law 744 we have received 32. We have received, as | 
mentioned before, a great volume of inquiries as to this law. We have 
had no funds with which to distribute claims applications, or informa- 
tion concerning the processing of these claims. We have not set up 
any procedure to handle these. At the moment these inquiries are 
ving fallow before the Commission because we have no funds, and we 
lave been advised we cannot use funds from the war claims fund at 
ihe present time, to administer or do anything about these claims. 
We have projected an estimated workload for the fourth quarter 
on which we are here before you, and for Public Law 744 we anticipate 
that we will receive 2,238 claims under the 6 categories, and under 
Public Law 615, the 2 categories under that will be 4,400 claims. 
Mr. Taper. You have 167 people working on the whole job now? 
Mr. Cray. We have at the present time 172 people on the payroll. 
We propose for the fourth quarter to employ 167 people for these 2 
general groups of claims. 
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Mr. Taser. What do you propose to do that you did not Propose 
to do when you came up here before? 

Mr. Cray. When we came up here before, we did not have the 
legislation covering Public Law 744, or Public Law 615 in our cop. 
siderations. 

Mr. Taner. How big are these claims? 

Mr. Cray. Under Public Law 744 there are six categories. Th 
first relates to military and Federal employees under the Federa| 
Compensation Act, or Missing Persons Act, or the War Hazards Act. 
Then No. 2 provides certain benefits to surviving husbands previously 
excluded because they were not dependents. No. 3, surviving parents 
not previously considered. No. 4 is the merchant seamen. No, 5, 
which is a large group of claims, is the sequestration of bank-accoun 
cases in the Philippine Islands. No. 6 is the American citizens who 
served in Allied armies and were held as prisoners of war. That js 
the group of Public Law 744 claims. 

Under Public Law 615 we have the Korean prisoners of war group, 
and we have the group providing for benefits to civilian American 
nationals captured in Korea. 

Mr. Taser. You did not tell me how much they would average. 

Mr. Cray. I could give you—— 

Mr. Taser. Do you not know? 

Mr. Tuomas. There is a limitation in the law. 

Mr. Anprews. Whatever they can prove. 

Mr. Cray. Under the sequestration of bank accounts we believe 
in this quarter we will receive 1,037 claims for which we will pay in 
awards, estimated, $1,176,000. 

Mr. Taner. About $1,000 apiece? 

Mr. Cray. That is just for the fourth quarter. It would be about 

,600 a claim. 

Mr. Taser. I have a thousand claims at $1,500,000— 

Mr. Ciay. You are correct. It would be about $1,100 per claim. 

Mr. Taser. How much do you propose to spend of this for solicita- 
tion of claims? 

Mr. Cuay. For solicitation a small amount, but the cost of ad- 
ministering the program is hard to estimate. On this particular one 
we do not have it broken down. 

Mr. Taser. We have a little curiosity to find out. 

Mr. Kennepy. We have not made an allocation on that. What we 
do is to use the administrative personnel to actually do that work on 
a part-time basis. We have not actually made an allocation as to 
an estimate of the cost of that. a 

Mr. Tuomas. I did not get quite clear in my mind the total antic'- 
pated claims you would have under Public Law 744. 

Mr. Cray. Under Public Law 744 for the fourth quarter we 
anticipate —— 

Mr. Tuomas. We have that, You anticipated about 2,000. 

Mr. Cray. Yes. 

Mr. Tuomas. But what is the overall? 

Mr. Cray. 14,933 claims. ; 

Mr. Tuomas. And the overall picture under Public Law 610 5 
what? 

Mr. Cray. Under Public Law 615, 14,425. 
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\ir. Tuomas. At this point in the record we will insert a table 
owing the number of claims filed as of today for Public Laws 615 
oll 744, the ultimate number of claims that you anticipate will be 
sled under Public Laws 615 and 744, and then give us a third column 
jhowing the ultimate cost of all the claims under Public Laws 615 
a 744. Is that clear? 

Mr. Cuay. Yes. 

The information requested is as follows:) 


eipt of claims under Public Law 615 and Public Law 744 to Jan. 10, 1955 
——— 
Filed Anticipated Cost 





3, 932 14, 425 $12, 000, 000 


rv 14, 933 | 16, 714, 800 


enascceceees--- 4, 009 29, 358 28. 714, 800 


\ir. Pottures. You evidently then have no estimate of the cost 
per claim of settlement? 
Mr. Cray. No; we do not, sir. They vary to such an extent from 
avery small prisoner-of-war claim to a very complicated sequestration 
weount of one of our large American banks, or a large Philippine 
Island bank, which has paid in good faith their American depositors 
and then they become the subrogees to the right to claim for them- 
] 


sely CS. 


COST OF ADMINISTRATION 


\[r. Potutities. Go back to the cost of administration. You estimate, 
according to this request, that for the fourth quarter of the fiscal year 
1055 you will spend $275,000 for administrative expenses; is that 
right? 

Mr. Ctay. That is correct. 

Mr. Purtuips. What do you estimate the cost of the third quarter 
will be which will end on March 31? 

Mr. Kie1zo. The estimated cost altogether will be $255,000. 

Mr. Puttures. Go back to the second quarter. 

Mr. Kie1z0. I do not have those figures broken out, but I have the 
irst and second quarters combined. 

Mr. Paruuips. All right. 

Mr. Kix1zo. They w vill run approximately $510,000. 

_ Mr. Puiturs. $510,000 divided by 2 is $255,000. Can you go 

ack and give me what it cost for your last fiscal year, 1954? 

Mr. Kieizo. Yes. 

Mr. Potties. Do you have that broken down by quarters? 

Mr. Kuxizo. No. It is an annual figure. 

Mr. Putiures. Give me the figure for the year. 

Mr. Kie1zo. We do not have it here, but we can provide that for 
vou. 

Mr. Patuures. I wish you would. 

‘The information requested is as follows: ) 


Approximately $850,000. 
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AMOUNT SET ASIDE FOR TERMINAL LEAVE 


Mr. Tuomas. May I interrupt you? When you get to your quay. 
ters, you will find the $275,000 they have for this last quarter is abo, 
$25,000 more than they spent in any other quarter. The question js 
How much terminal leave is there? . 

Mr. Puriures. How about this terminal-leave situation? Have yoy 
set aside money? When you ask for $275,000, have you set asi¢ 
money? 

Mr. Cray. Yes. 

Mr. Puriures. How much? 

Mr. Cray. $30,000. 

Mr. Puaruures. $30,000 as terminal leave, so you are really asking 
for $245,000. 

Mr. Ciay. That is correct. 


EXTENSION OF LIFE OF THE COMMISSION 


Mr. Puitiies. Now I am interested in the number of cases, as js 
the chairman. How many extensions of your life have you had’ 

Mr. Cray. Well, are we talking about the extensions which would 
terminate the claims on March 31, 1955? 

Mr. Puituips. I am talking about what started as the War Claims 
Administration, and now, in order to cover a broader field, is the 
Foreign Claims Settlement Commission. 

Mr. Cuiay. Prior to the President’s reorganization plan I believe 
the War Claims Commission’s life was extended on three different 
occasions. 

Mr. Puiuuips. Each time the life was extended. 

Mr. Cuay. Could I correct that? It was twice. 

Mr. Puiuurps. It was extended twice. Each time a new set of 
claims were filed, am I right, an additional set of claims? 

Mr. Cuiay. That is not correct. That was just to complete the 
claims’ load. 

Mr. Puiuurps. You had better find out about that. 

Mr. McGuire. The only time it was extended by a new category 
of claims was under Public Law 303 of the 82d Congress. 

Mr. Puiturps. I do not necessarily mean a new category. You 
had a certain number of claims filed and an expiration date was 
announced, and the tide of claims ceased to flow. You did not gi 
through with it and Congress reviewed it, and in came more claims 
in the same category; is that right? 

Mr. McGuire. That is right. 

Mr. Puiturps. There is no way of figuring out how much you go! 
each time. 

Mr. McGuire. I do not have those figures. I would imagine the’ 
would be available. 

Mr. Puiurps. If they are available I would like very much to see 
them, because I think that is significant at the present time. _ 

(The information requested will be supplied to the committee 
later. ) 
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SOLICITATION OF CLAIMS 


Mr. Pumtires. Will the General Counsel tell us where you have the 

thority in law to advertise yourselves and solicit business? 

“Mr. McGuire. The only authority, as you and I have reviewed the 
matter before—— 

Mr. Pariyres. We have taken a dim view of this. We do not 
concur in your interpretation of this act. 

\ir. McGuire. I so gathered previously. The only such admoni- 
‘on was contained in Public Law 16, which amended Public Law 
396 of the 80th Congress. 

\fr. Potturps. That is the same one that we have argued about 
before. In spite of the fact that the Congress does not take the same 
view of the act as you, vou continue to use that as an authority to 
advertise? 

Mr. McGuire. I think the terms “advertising”? and 
have been slightly misused here this morning. 

\lr. Patttips. What would you eall it? 

Mr. McGurre. We are not soliciting as such. The only thing we 

ive done in relation to solicitation refers to Public Law 615, and we 
have done that in an attempt to save money and not to spend it, 

i this sense—that the Department of Defense has furnished the Com- 
mission with a roster of former prisoners of war in the Korean conflict 
and rather than issue claim applications in bulk to create a tremen- 
dous workload, we have individually solicited the persons listed on 
that roster. This is the only solicitation that has been done. With 
respect to Public Law 744 there is no solicitation program, and the 
oily program that will be followed by the Commission in that respect 
would be to request the assistance of the interested groups of claimants 
to get their members to file their claims with the Commission. Other 
than that, the only thing that would be done by the Commission 
would be to issue press releases and things of that nature. 

Mir. Poiturps. I do not know whether you heard that or not, Mr. 
Chairman, but this is not advertising or solicitation. It is merely 
notifying a large list of people that you are open and ready for busi- 
ness, and inviting the various groups to circularize their own members 

nd tell them that you are ready and open for business. 

"i Tuomas. Yes; open for business. 

Mir. Potties. It seems to be a distinction without much difference. 

Mr. Tuomas. It reminds me of the little hotel in the town that I 
was born in, of ringing the dinner bell and saying, ‘‘Here it is boys.”’ 


ce 


soliciting’ 


BACKGROUND AND ORGANIZATION OF THE COMMISSION 


\lr. ANpREws. When was this Commission created, Mr. Chair- 
man? 

Mr. Cray. July 1, 1954. 

\lr. ANDREws. This Commission? 

Mr. Cray. T he Foreign Claims Settlement Commission. 

Mr. ANprEws. The Foreign Claims Settlement Commission? 

Mr. Cray. Yes, sir; that is right. 

Mr. ANprEws. That is different from the War Claims Commission? 

Mr. CLtay. That is correct. 

Mr. ANDREws. When was the War Claims Commission created? 
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Mr. McGuire. On July 3, 1948, the basic act was approved. 7), 
Commission was created or came into being on September 14, 1949, 

Mr, Cray. That was a consolidation of the International Claims 
Commission of the United States, of which I was Acting Chairmay 
and the War Claims Commission, of which Mr. Whitney Gilliland Wi 
Chairman and who is the Chairman of this new Commission. the Fo 
eign Claims Settlement Commission. 

Mr. ANprEws. The Commission that you represent now is the Fo 
eign Claims Settlement Commission? 

Mr. Cray. The Foreign Claims Settlement Commission of ; 
United States; yes, sir. 

Mr. ANDREW s. When was it created? 

Mr. Cray. It was created by virtue of the President’s Reorganizg. 
tion Act. 

Mr. Tuomas. Under Reorganization Plan No. 

Mr. Cuiay. Yes, Reorganization Plan No. 1 of eh 54, and it was acti- 
vated on July 1, 1954. 

Mr. Anprews. As a matter of fact, it is just the same Commission 
that was known as the War Claims Commission, is it not? 

Mr. Ciay. This new Commission had transferred to it all the duti 
and responsibilities of the War Claims Commission and the Inter- 
national Claims Commission, as well as the functions of the Commis. 
sion provided for in the public resolution approved August 4, 1939 
(53 Stat. 1199), relating to the Litvinov assignment; that is corr 
yes, sir. 

Mr. Anprews. Was there any provision made in the act creating 
the War Claims Commission that provided for its termination? 

Mr. Cuay. Yes, sir. 

The War Claims Commission, as such, terminated and its functions, 
duties, and responsibilities were transferred to the Foreign Claims 
Settlement Commission. 

Mr. Anprews. When did the War Claims Commission end? 

Mr. Cray. On June 30, 1954. 

Mr. Anprews. Then the Foreign Claims Settlement Commission 
came into existence? 

Mr. Cray. That is correct; yes, sir. 

Mr. Anprews. With the same personnel that the War Claims 
Commission had? 

Mr. Cray. No, sir. 

Mr. AnprEews. How many changes did you have in personnel? 

Mr. Ciay. There were 3 Commissioners provided for under the 
International Claims Commission, and there were 3 ees 
provided for under the War Claims Commission. When they wer 
consolidated the act provided for the appointment of 3 Commissioners 
to administer the functions of the Foreign Claims Settlement Com- 
mission, so it merged 6 Commission positions in the new Commission 
which is 3 in number. 

Mr. Anprews. You had three Commissioners for the War Claims 
Commission? 

Mr. Cray. That is correct. 

Mr. Anprews. And you have three Commissioners for the Foreig2 
Claims Settlement Commission? 

Mr. Cuay. Yes, sir; that is correct. 
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Mr. AnpREws. How many of the present Foreign Claims Settle- 
ment 4 ‘ommissioners served as Commissioners with the War Claims 
(Commission? 

\fr. Ctay. Two of them, sir. 

\fr. ANpREws. So, you had a change of one? 

\ir. CLay. Yes, sir. 

\fr. AnprEws. At the beginning of the Foreign Claims Settlement 
Commission what kind of a turnover in personnel did you have? 

\ir. Ctay. Our Executive Director and our General Counsel are 
the same. We have had a merging of the two staffs. We have 

inated some 56 positions to get down to the level of personnel 
ired to do the work anticipated under Public Laws 744 and 615. 
Lenina. As a matter of fact, with the exception of 2 or 
lizht positions you still have the same personnel in the Foreign 
aims Settlement Commission that you had in the War Claims 

‘ommission? 

\ir. Kennepy. Beginning on July 1 when the Foreign Settlement 
Claims Commission came into being we absorbed approximately 50 
employees who were formerly with the International Claims Com- 
mission, Which ceased to exist on June 30. We carried those em- 
plovees we had plus those employees through December 31, at which 
time two eategories of claims, the Panamanian and the Yugoslav 
property claims were terminated. 

Mr. Anprews. Is that a third Commission, the International 
Claims Commission? 

Mir. CLay. No; it is the second Commission. 

\fr. ANpREws. When you say the International Claims Commission 
vou are referring to the same € aims Commission today, the Foreign 
( “sce Settlement Commission? 

Mr. Cuay. No, sir. 

Mr. Kennepy. On June 30 one Commission was the International 
Claims Commission. 

\lr. ANDREws. When was it created? 

\lr. Cuay. It was created in 1949. 

\ir. ANpREws. At the same time the War Claims Commission was 
created ? 

Mr. Ctay. Generally speaking, about a year later, sir. 

Mr. Anprews. Were they two separate Commissions, the War 
Claims Commission and the International Claims Commission? 

Mr. Cuay. Yes, sir. 

Mr. Anprews. When the War Claims Commission expired on 
June 30, 1954, how many employees did you have with the War 
Claims Commission, can you tell me? 

Mr. CLay. You mean the Foreign Claims Settlement Commission? 

Mir. Anprews. No, the first Commission, the War Claims Commis- 
sion. We are talking about when that expired on June 30, 1954. 

. KENNEDY. We had 174. 
. ANDREWs. How many of those 174 employees are now with 
the F oreign Claims Settlement Commission? 

Mr. Kennepy. We have on the rolls today 172. When we had a 
reduction in foree we separated some of the employees who were 
formerly with the International Claims Commission and some who 
were with the War Claims Commission. 


il 
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I would have to have a compilation made to give you the exag; 
figure on that. 

Mr. Cray. I may be wrong, and I would like to correct myself oy 
the record as to the exact figure, but I would say, Mr. Congressmay 
that the War Claims Commission staff as of today has been reduced 
by 30 personnel of the original number of War Claims Commission 
personnel that existed on June 30, 1954, the date of expiration of 
that Commission. 


DATE OF EXPIRATION OF COMMISSION 


Mr. AnprEws. Do you have any idea as to when this Foreigy 
Claims Settlement Commission will expire? 

Mr. Cuay. It is, under the present legislation, considered to be a 
permanent Commission. 

Mr. ANprEws. Permanent? 

Mr. Cray. Yes. 

Mr. AnprEws. I want to ask you if you are familiar with this 
testimony on page 872 of the record last year. 

Mr. Cray. Let me clarify this. There is presently, Mr. Congress- 
man, before the Congress, or there will be soon, legislation involving 
property funds of Hungary, Rumania, and Bulgaria. Then there is 
the Lombardo agreement for which the Republic of Italy has deposited 
with the United States $5 million to compensate American claimants 
not otherwise compensated under the Italian Peace Treaty with 
respect to claims arising outside of the territorial limits of the Republic 
of Italy. Then there is the Litvinov assignment fund in the amount 
of $9 million. These were various assignments that were collected 
within the Department of Justice and now comprise a fund of approxi- 
mately $9 million. 

Mr. ANprEws. What percentage of the claims or damage do you 
pay? 

Mr. Cuiay. These are property claims as distinguished from prisonet 
claims. On the dollar-award basis in Panama we paid about 92 
cents, and under the Yugoslav arrangement about 85 cents. 

Mr. AnprEws. Were those claims from appropriated funds? 

Mr. Cuay. No, sir. In both cases they were funds which were 
created by negotiation of the Government of the United States with 
the several foreign countries involved. In the case of Panama it was 
a fund created in the amount of $400,000, and in the case of Yugo- 
slavia it was created out of the blocked assets of Yugoslavia in the 
amount of $47 million, of which $17 million was withheld for the 
purpose of creating a claims fund. 

Mr. ANprEws. Under Public Law 744 will you pay any claims for 
damages to property? 

Mr. Cray. No, sir, we will not. 

Mr. AnpREews. What about under 615? 

Mr. Cray. No, sir. 

Mr. Anprews. Claims under those two laws will be paid from 
appropriated funds? 

Mr. Cray. No, sir, none of those claims will be paid from appro- 
priated funds. 

Mr. ANpREws. What type of claims will they be which will be 
paid from appropriated funds? 
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Mr, Cray. They will be for freeing prisoners of war and civilian 
Americans captured in Korea. The Public Law 744 funds will not be 
appropriated, but they will be derived from the war claims fund. 

\fr, ANpREws. Will they cover claims for damages to property? 

\ir, Chay. No, sir, they will not. 

\fr. Paituips. The only thing you have had to do with the Philip- 
pine part was with these sequestration claims? We also have a 
Philippine War Damage Commission. 

\ir. Ctay. That has been terminated. 

\fr. Purtures. That is out? 

Mr. Cray. Yes, sir, that is out. At the present time the only thing 
we have in the Philippines is this present program. 

\fr. THomas. Thank you very much, gentlemen. 


SUBCOMMITTEE ON DEPARTMENT OF AGRICULTURE 
APPROPRIATIONS 


JAMIE L. WHITTEN, MISSISSIPPI, Chairman 


CLARENCE CANNON, Missouri H. CARL ANDERSEN, Minnesota 
FRED MARSHALL, Minnesota WALT HORAN, Washington 


TUESDAY, JANUARY 11, 1955. 
DEPARTMENT OF AGRICULTURE 
COMMODITY CREDIT CORPORATION 


WITNESSES 


EZRA T. BENSON, SECRETARY OF AGRICULTURE 

TRUE D. MORSE, UNDER SECRETARY OF AGRICULTURE AND 
PRESIDENT, COMMODITY CREDIT CORPORATION 

WESLEY A. D’EWART, ASSISTANT TO THE SECRETARY OF AGRI- 
CULTURE 

ROBERT L. FARRINGTON, SOLICITOR 

JAMES A. McCONNELL, ADMINISTRATOR, COMMODITY STABILI- 
ZATION SERVICE 

WALTER C. BERGER, ASSOCIATE ADMINISTRATOR, COMMODITY 
STABILIZATION SERVICE 

PRESTON RICHARDS, DEPUTY ADMINISTRATOR, PRICE SUPPORT, 
COMMODITY STABILIZATION SERVICE 

FRANK R. McGREGOR, DEPUTY ADMINISTRATOR, OPERATIONS, 
COMMODITY STABILIZATION SERVICE 

Rk. P,. BEACH, ASSISTANT DEPUTY ADMINISTRATOR AND BUDGET 
OFFICER, COMMODITY STABILIZATION SERVICE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


Mr. Wuirren. Gentlemen, we are glad to have you with us for the 
hearing before this committee on this supplemental item. 

We shall first insert in the record House Document No. 59. 

The House Document is as follows:) 
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[House of Representatives, 84th Cong., Ist sess., Document No. 59] 


Drart OF ProposeD PROVISION PERTAINING TO THE DEPARTMENT OF Acricry 
TURE—COMMUNICATION FROM THE PRESIDENT OF THE UNITED Starrs Tran. 
MITTING A DRAFT OF A PRopOosED PROVISION PERTAINING TO THE Fisc a} Ven 
1955 FOR THE DEPARTMENT OF AGRICULTURE os 


Tue Waite House, 
Washington, January 10, 1955. 
The SPEAKER OF THE HovusE oF REPRESENTATIVES. 
Sir: I have the honor to transmit herewith for the consideration of the Congross 
a draft of a proposed provision pertaining to the fiscal year 1955 for the Depart. 
ment of Agriculture. ; 
The details of this proposed provision, the necessity therefor, and the reas 


8 


for its submission at this time are set forth in the attached letter from the Directo 
of the Bureau of the Budget, with whose comments and observations thereon | 
concur. 

Respectfully yours, 


Dwicuat D. EISENHOWER. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bupcet, 
Washington 25, D. C., January 7, 1955, 
The PRESIDENT, 
The White House. 

Sir: I have the honor to submit herewith for your consideration a draft of a 
proposed provision pertaining to the fiscal year 1955 for the Department of Agri- 
culture, as follows: 

DEPARTMENT OF AGRICULTURE 


COMMODITY CREDIT CORPORATION 


The limitation under this heading in the Department of Agriculture and Farn 
Credit Administration Appropriation Act, 1955, on the amount available for adminis- 
trative expenses of the Corporation is increased from “$18,000,000” to ‘$25,290,000 

An increase of $7,290,000 will be required in the administrative-expense limita- 
tion of the Commodity Credit Corporation to provide for increased administrative 
costs as a result of increased loan volume and to perform storage, inspection, 
maintenance, accounting, and other work in connection with the management and 
disposition of inventories acquired by the Corporation under the price-support 
program. 

The Corporation has the task of managing and disposing of large inventories of 
agricultural commodities which have accumulated during the past few years and 
at the same time making settlements with thousands of producers, elevators 
warehousemen, and others, incident to the acquisition of additional inventories 
from past-year crop operations. In addition, the Corporation must be in a posi- 
tion to provide price support through loans, purchases, and other means on current- 
year crops. The need for this increase arises principally out of an underestimation 
of (1) the complexity and amount of work involved in managing the disposing 0! 
huge inventories of agricultural commodities acquired under the price-support 
program, and (2) the volume of loan work in connection with 1954 crops of price- 
supported commodities. 

On July 26, 1954, I apportioned the amounts available to the Commodity 
Credit Corporation for administrative expenses in the fiscal year 1955 on a basis 
which would indicate a necessity for an increase in the administrative-expense 
limitation. This action was reported to the Speaker of the House of Representa- 
tives and to the President of the Senate by my letters of July 26, 1954, in accord- 
ance with the provisions of paragraph 2 of subsection (e) of section 3679 of th 
Revised Statutes, as amended. 

I recommend that the foregoing proposed provision be transmitted to 
Congress. 

Respectfully yours, 


the 


ROWLAND HUGHES, 
Director of the Bureau of the Budget 
Mr. Wuirren. We shall insert in the record at this point pages ! 
through 8 of the justifications, table 1, and pages 9 through 15 of the 
justifications. 
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The information is as follows:) 


DEPARTMENT OF AGRICULTURE, ComMopity CREDIT CoRPORATION 


Administrative Expenses, Commodity Credit Corporation 


limitation to date... $18, 000, 000 
Nhligations to Nov. 30, ar tates ame : ' 9, 901, 600 
Pypenditures to Nov. 30, ra ‘ nl Ja do Gite 761 
nu dvet Estimate next fiseal year : a _ 26, 000, 000 
Request; For 3 months from March 30, 1955 7, 290, 000 
Fmplov ment: 
~ Average Number current limitation : ; 3, 297 
Average Number involved in this estimate 1 
\Man-Month employment November, 1954 4 


97 


od 
9Q9 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The increase of $7,290,000 consists of (a) an increase of $6,392,000 due to the 
estimated increase in the volume of price support activity over the volume of 
tivity upon which the 1955 Budget Estimates were predicated and, (b) an 
crease of $898,000 for increased responsibilities and workload of the State 
\gricultural Stabilization and Conservation Offices. Almost ninety percent of the 

nerease requested is due to changes in estimated program volume and is sharply 
mstrated by the comparison of the volume upon which the 1955 Budget Estimates 
¢ predicated with current estimates of program volume. 


. ar Budget esti- | Current Percentage 
Co ¢ Ss ne 
mmoditie mate 1955 | estimate change 


; 275, 000, 060 260, 600, 000 —5 
1 (bales 2, 030, 000 2, 525, 000 +24 

bu 310, 000, 000 400, 000, 000 +29 

ther grains (bu.)------- ; ead 176, 000, 000 267, 100, 00 +-52 


295, 000, 000 367, 000, 000 +24 

1, 365, 000 1, 675, 000 -+- 23 

Wheat 7 : ; 250, 000, 000 362, 400, 000 +45 
Other grains (bu.)..._.. 107, 600, 000 260, 733, 000 +142 
Dairy products (Ib.)___-_- 7 ‘ 650, 000, 000 , 150, 000, 000 +77 


120, 000, 000 200, 938, 690 | +67 
635, 601 327, 633 — 48 

135, 000, 000 225, 012, 638 +67 
25, 760, 000 120, 737, 968 | +330 
916, 000, 000 1, 118, 947, 990 | +22 
$1, 954, 566, 000 | $2, 381, 951, 000 | +22 
2, 074, 391, 000 3, 244, 177, 000 +56 
1, 397, 111, 000 2, 332, 428, 000 | +67 


Loans Made.—When the 1955 budget estimates covering the administrative 
expense limitation of the Commodity Credit Corporation were prepared they were 
ased on a program volume relating to crops most of which were not even planted. 
The Crop Report released on November 10, 1954, indicated that production 
prospects are again at a near-record level. In addition, the latest report of the 
volume of 1954 grains placed under price support indicates that these grains are 
going under price support at a higher rate than occurred during the previous years, 
Consequently, except for corn, the production of which has been reduced by the 
recent drought, the estimates of the amount of grain to be placed under price 
support have been revised upward. A 24-percent increase in cotton loans 
ver the previous estimates is also indicated. 

Acquisitions. —The estimated increase in acquisitions is primarily due to (1) the 
greater volume of collateral forfeited in connection with prior year loan programs 
ior corn and cotton, (2) the likelihood that the decrease in the support price of 
ertain of the 1955 crops will result in increased takeover of 1954 crops of wheat 
and other grains, and (3) a larger volume of dairy products to be purchased as a 
result of a larger production of milk than previously estimated. 

Dispositions.—The estimated increase in dispositions results primarily from a 
ore aggressive sales policy implemented by a number of recent legislative enact- 
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ments which considerably broadened the disposal authority of the Corporati 
These inelude (1) title I of the Agricultural Trade Development and Assista 
Act of 1954, which authorizes the sale of surplus commodities for foreign eyry : 
It is estimated that $400 million worth of commodities will be disposed of in 
nection with this program. (2) Title II of this same act which au horiaen ¢ 
use of CCC surplus commodities in meeting famine or other urgent relief 
ments of frie idly nations. It is estimated that $120 million worth of comm od 
will be disposed of in connection with this program. (3) Barter and excha) 
activity which has been emphasized and implemented by new legislation. pa, 
ticularly section 303 of the Agricultural Trade Development and Assistance 4 
of 1954. During the fiscal year 1954, $29,436,781 worth of commodities wer, 
involved in the barter and exchange programs of the Corporation. It is ant 
pated that this program will increase to $200 million in the fiscal year 1955, 

An amendment to section 416 of the Agricultural Act of 1949 permits donatioy 
commodities to prevent waste and authorizes the Commodity Credit Corpo 
tion to pay reprocessing, packaging, transporting handling and other diatecs 
Cost value of donations of butter, nonfat dry milk, cheese and cottonseed oi] ar 
estimated at $262 million, which is an increase of $47 million over the origing 
estimate. (5) An amendment to section 407 of the Agricultural Act of 1949 
authorizing the donation of commodities to distress and disaster areas jj 
United tates. It is estimated that $64,430,000 worth of feed grains will }y 
disposed of in connection with the current drought program. 


reg 


A summary of the $7,290,000 proposed increase is as follows: 
(a) Due to changes in estimates of program volume: 
(1) CSS Commodity Offices: 
(a) Transfer of wareouse inspection 
from counties $442, 000 
(b) Other ae : 4,715, 445 


Total CSS Commocity Offices $5, 157, 445 
(2) Transfers to AMS: 
(a) Special School Milk Program 185, 000 
(b) Section 416 disposals 104, 800 289, S01) 


(3) Washington divisions and their field offices_ _- 127, 755 
(4) Printing fi se age Sneae e 217, 000 
Total, due to changes in program volume 3, 392, 000 
(b) Due to increased responsibilities and workload of the Sts ite 
offices: 
(1) Supervision of county offices_- 710, 000 
(2) Grain storage Structure Program-- 188, 000 


Total, State offices_ _ inane: 898, O00) 


Total increase 7, 290, 000 
It is estimated that the corporation’s administrative expense limitation wil 
fully obligated in March. 


(A) DUE TO CHANGES IN ESTIMATE OF PROGRAM VOLUME 


Commodity Office Increase—The major portion, or $5,157,445, of the increas 
of $6,392,000 w ill be re quired by the CSS Commodity Offices. The workload a! 
expenses of these offices vary dire ctly with the volume of commodities — 
and are estimated on the basis of a detailed work measurement reporting Svs 
The major portion of the workload is comprised of the transactions relating to 
acquis sition, management, and disposition of inventories and consists of th » neg goti- 
ation and allocation of storage space, inspection of storage facilities and col 
modities, payments of warehouse charges and amounts due on settlements 
loading orders, issuance and control of loading orders for the disposition &! 
reconcentration of commodities, handling of bills of lading, payment of freig 
bills, and negotiations, payments and billings in connection with the purch: 
and sales of the commodities. These inventory management activities mat 
related accounting activities comprise approximately 70 percent of the tota 
workload of these offices. Tables 1 and 2 attached reflect the estimated volun 
of program operations for the fiscal year 1955 and the volume in terms of man-yes 


+ 
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wirements for the CSS Commodity Office operations. In converting the 
workload into man-year requirements for these offices, the same productivity 
tes were applied that were used in determining current fund allocations for 
ese offices. It should also be noted that these productivity rates are approxi 
rely 24 percent higher than the rates used in the budget estimates for the 
vear 1955 and approximately 7 percent higher than the rates actu 
trained during the fiscal vear 1954. 
rhe CSS Commodity Office increase also includes funds for changes in Ware- 
ise examination responsibilities. Because of the increased program volume 
tremendous quantity of grain inventories accumulated during the fisea 
1953 and 1954, it became necessary this fiscal year to strengthen and 
mprove the grain warehouse examinations conducted by the corporation Prior 
this fiscal year, responsibility for grain warehouse examination has been per 
ned in part by the State and county offices and in part by the CSS Commodity 
Offices. Generally, in the past, CSS Commodity Office emplovees have examined 
terminal and subterminal warehouses and county office emplovees have 
examined the country Warehouses. It is now contemplated that responsib lity 
for examination of all warehouses other than CCC-owned bins will be placed in 
e (CSS Commodi ty Offices. This will increase the workload of in: ( Ss Com- 
\dity Offices by approximately 8,000 warehouses and the expenses by $442,000 
< additional workload and greater efficiency is reflected in line item 03 of the 
taal table 2. This latter amount would be large lv offset by lower CCC 
costs at the county level which are paid from capital rather than administrative 
funde 
With the tremendous increase in CCC grain inventories, only the most co- 
oe and straight-line authority for warehouse examination work will ade- 
ly protect the interests of Government in the grain it owns. The State and 
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“ounty ASC offices have the huge job of administration of price support, acreage 
ontrol, and other programs at the farm level. Since the warehouse examination 
work, in most cases constitutes only part-time work of county employees not 
essentially trained in this type of work, it is felt that this function will be more 
effectively performed by more qualified employees devoting full-time to ware- 
house examination. 

In addition to the greater efficiency which should result by having full-time em- 
ployees assigned to-this function it is believed that a more coordinated and sys- 
tematic examination will follow since supervision, instructions, and procedures 
will originate in 5 rather than 48 locations. It is believed also that examination 
of warehouses by other than local employees will not only have a more restraining 

QUU @ effect upon warehousemen who might be tempted into wrong-doing, it will also 
foster improved relationships between the warehousemen and CCC. 
The remainder of the increase due to changes in estimates of program volume 
$1,234,555) consists of: 
Transfers to Agricultural Marketing Services ($289,800 
a) Of this amount $185,000 is required to carry out the special school 
milk program authorized by an amendment to Section 201 of the 
Agricultural Act of 1949, which was passed by the Congress subse- 
quent to the formulation of the 1955 Budget, permitting the corpora- 
tion to use not to exceed $50,000,000 of its funds to support dairy 
prices by providing for increased fluid milk consumption by children 
in nonprofit schools. In carrving out the assigned responsibilities 
under the Special School Milk Program the Agricultural Marketin 
Service will perform the following functions: 
1. Distribute funds among the States on the basis of a formula 
similar to that provided in the National School Lunch Act. 

2. Furnish technical and supervisory assistance to the States in 

the operation of the program. 

Perform administrative reviews and audit operating records 
States and private nonprofit schools. 

Account for the use of the funds in accordance with established 
procedures. The special school milk program will be adminis- 
tered through offices already established and to some extent will 
receive technical and supervisory assistance from staff members 
presently administering the present school lunch program. 
Consequently, the cost of administering the special school milk 
program is relatively low in relation to the cost of administering 
the present school lunch program, considering the relative size 
of the two programs. 


4 
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(b) The balance of $104,800 is required to perform the additional wor 
load applicable to the distribution of commodities from CCC gtopi. 
pursuant to the recent amendment to section 416 of the Agricultyps 
Act of 1949 liberalizing the methods for these donations. Durin o th 
fiscal year 1954 donations of dairy products amounted to 158,140.77 
pounds. For the fiscal year 1955 it is estimated that 626,088 397 
pounds of dairy products and 85,000,000 pounds of refined cotton 
oil will be donated. 

(2) The Washington divisions will have considerably more auditing 
counting and inventory management responsibilities as investment 
price support mounts. Additional funds ($727;755) will be required yw; +} 
the major increases occurring in the Fiscal Division, $193,320: Barter and 
Stockpiling Division, $115,764; Grain Division, $66,557; Audit Divisio, 
$58,318; and Compliance and Investigation Division, $34,700. 

(3) Printing ($217,000) of forms required in loan purchase, inventory and 
accounting operations. 


at. 


(B) INCREASED RESPONSIBILITIES AND WORKLOAD OF THE STATE OFFICES 


The increase of $898,000 for increased responsibilities and workload of the Stat; 
offices is composed of the following: 

(1) An increase of $710,000 to provide more effective supervision of As‘ 

county committees in the administration of CCC price support programs, 
The number of farmer fieldmen and auditors employed in 1954 in t 

Agricultural Stabilization and Conservation State offices will not be adeq 

for the increased workload on CCC price suppoit programs. In 194, ther 
Was an average of only 1 farmer fieldman for slightly over 12 county commit 
tees and in some States with major program responsibilities, the number 
county committees per farmer fieldman ranged from 15 to 21. This estimat 
would provide a partial correction of the deficiency in supervision cf count) 
offices. Additional funds for other programs operating through ASC § 
offices which are included in the 1956 estimates would lower the averag 
10.1 county offices per fieldman. This would still constitute a heavy worklo: 
since farmer fieldmen supervise all programs carried out through ASC Count) 
Offices and while it does not represent the optimum average, it will enal 
progress to be made toward more efficiency economical operations. Then re 
was only one county auditor for over 27 county committees in 1954 wins the 
average workload in some States ranging from 39 to 60 county committ 
per auditor. Additional auditors provided under this estimate would reduc 
the national average to slightly over 25 county committees pel te 
Funds included in the 1956 estimates for other programs operating throug 
ASC State offices would further reduce the average to slightly under 22 count 
committees per auditor. Since auditors review all programs, the latter cover- 
age will provide an audit program more in line with the overall volume of 
program operations. 

The work under CCC price support programs in 1954 included activities 
in about 3,000 counties where price support programs are offered, 
preparatory to the making of about 1.? million CCC Icans on various con- 
mcdities in about 2,400 counties, negotiating agreements with about ,(0) 
lending agencies, performing about 1,600,000 reinspecticns of farm sto 
commodities, the acquisition of commodities under loan or purchase agreem 
in about 450,000 instances and the receipt and recordation of about 170) 
repayments on loans. It is anticipated that the worklead will increas 
considerably in 1955 expecially in connection with the reinspecticn of far 
stored commodities, the repayments on loans and the acquisition of co! 
modities. : 

These increases in workload are indicated by the increased volume of lca! 
repayments, etc., of the principal crops for which the county committets 
handle the price support work, as shown by the following table: 


late 
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Anticipated change in terms of percentages, increase (+-), decrease (—) 


{Fiscal year 1954-1955] 


| 
| 


Loans outstand- 
Commodity ing at beginning 
of year 


New loans 
made 


+37. —31 

+105 —18 

+963 E 4-102 
—39__.- Tenn 

- ces +183 <eesl tks 
a Petodaa ae __.-..| Over 1,000 +61 Over 1,000 
ghums, grain...-.-- a ee +86. ; £77 re 

beans . eoccecre=ee —Y90 = _.-| +1 7 


seeds: Hay and pasture, none anticipated for 1955; winter cover crop, none anticipated for 1955 


In addition to an increased volume of work in connection with price support 
activities in the fiseal year 1955 effective January 1, 1955, responsibility for 
supervising the liquidation of loan programs handled at the county levels 
will be placed at the State office level rather than at the commodity office 
level as heretofore. This will permit the States to check loan records with 
the counties’ cumulative reports of commodity loan and purchase agree- 
ments and determine causes of discrepancies in loan transactions thereby 
relieving the commodity offices of the necessity of reconciling each individual 
county’s report and calling attention of the county to discrepancies in its 
records. The increased work in the State offices for this purpose is partially 
offset by a decrease in the work in the CSS commodity offices which has been 
given effect in the estimated requirements for those offices for 1955. 

2) An increase of $188,000 to strengthen supervision and administration 
of CCC grain storage structure program by State Agricultural Stabilization 
and Conservation Offices in an attempt to overcome existing inadequacies 
in the operation of the program. 

Responsibility for operation and maintenance of the CCC-owned struc- 
tures is placed on the ASC county committees. The technical assistance 
available to these counties from the State ASC offices is insufficient and the 
Office of the Deputy Administrator for Production Adjustment is inade- 
juately staffed to provide the necessary overall supervision and direction of 
he program under procedures initiated by the grain division. In view of 
serious criticisms which have been made of the manner in which this program 
is operating and the size of the Government stocks of grain in the structures 
owned by CCC, it is believed essential that more direct technically qualified 
supervision and direction be provided as quickly as possible. The objective 
will be to prevent undesirable practices from developing and to correct de- 
ficiencies as they occur. This is a step in the direction of carrying out the 
express objective of the Chairman of the Agriculture subcommittee of the 
House Committee on Appropriations as indicated in the hearings on the 1955 
budget for the CCC, that every effort be made to prevent improper handling 
of CCC-owned grain stored in bins. 

The $188,000 to strengthen the administration and supervision of the CCC 
storage structure program will be used chiefly for the employment of grain 
storage specialists in the 14 States which have over 1,000 storage structures 
each, in the three areas which have over 15,000 structures each, and in the 
Office of the Deputy Administrator for Production Adjustment. 

The grain storage specialists in the State offices will exercise supervision 
over all phases of the CCC grain storage structure program in the State. 
hey will supervise the erection of structures, the preparation of sites, the 

iintenance and operation of sites and structures and the inspections, care, 
1andling of grain, whether these jobs are done by State or county crews 
or under contract, 


( 
+ 
\ 
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Work in connection with the grain storage structure program jn the ¢ 
year 1955 is estimated to involve about 200,000 storage structures on {-, 
sites in 938 counties. The storage structures total capacity will by 
900,000,000 bushels and it is estimated that maximum storage wil] he «| 
869,000,000 bushels. Some 480,000,000 bushels will go into storage: « 
132,000,000 bushels will go out; 300,000,000 bushels will need fumios 
71,000,000 bushels will need turning and 57,000,000 bushels wil] have t 
cleaned. This represents a substantial increase in the total worklog 
1954, 





TABLE 1.—Comparison of the fiscal year 1955 Budget estimate of commodit 
with revised estimates for the fiscal year 1955 


All commodities except 
} cotton 


|——— 
Budget Revised | Budget R 
estimate estimate | estimat¢ 











| Carlots 000's hales 
I. Loan activity: | | 
A. Loans made-..-_--- ee , | 435, 854 | 524, 566 | 2,030 
B. Loans repaid ; : 200, 202 | 156,131 | 2 100 
C. Loans forfeited: | 
1. Warehouse stored_--_- ‘ | 132, 840 | 187, 159 | 1, 300 
2. Farm stored__.. | 199, 258 292, 736 |_- 
II, Inventory Management: | | 
A. On hand beginning of fiscal year —-.__--_- 766, 279 753, 315 136 
B. Additions: 
1. Purchases. ......-.- 24, 137 81,061 |___. 
2. Purchase agreement deliveries 31, 852 | CAS Iecucee 
3. Forfeiture of collateral. ‘ 332, 098 479, 895 1, 30 
4. Exchanges- -- | 10, 000 | 15,000 |_. 
5. Transfers... | 45,000 | 45, 000 | i gh hes 
| ees : iam 3 
Total, additions 443, 087 690, 174 | 1, 300 
ae a ee 
C, Dispositions: 
1. Sales or donations---_--- 209, 680 403, 906 636 
SS ee eee ee 10, 000 RD Bile cen a 
3. Transfers : ate 45, 000 45, 000 |-------- 
Total, dispositions. __.........--- 264, 680 463, 906 636 9 
D. On hand end of fiscal year---_.._--- | 944, 686 979, 583 800 $n 
E. Reconcentrations-_--_...--- aad Fe 169, 000 384, 000 629 j 
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n 43 Administrative expenses, Commodity Credit Corporation 








AMOUNTS AVAILABLE FOR ADMINISTRATIVE EXPENSES 


ga Presently Revised 
available, 1955 
( oo 
1955 estimate 
Direct Obligations 
estimate pus Sok ied $18, 000, 000 $25, 200. 000 
¢« Payable out of Reimbursements From Other 
Accounts 
Department of Agriculture appropriation (dis- 
| by objects under reimbursing appropriations) $, 602, 981 4, 602, 9X1 
ther appropriations (distributed by objects in- 
s schedule) 7 ; ; 4 1, 292, 395 1, 292, 395 
bligations payable out of reimbursements from 
cecounts - aie ound = 5, 895, 376 895, 37¢ 
iministrative expenses er 23, 895, 376 1. 185. 376 
irsements rendered Department of Agriculture 
ns ss Ret A NETS 4, 602, OS] 4, 602, 9S] 
| administrative expenses incurred - - ere 19, 292, 395 26, 582, 395 
ADMINISTRATIVE EXPENSES BY ACTIVITIES 
Presently Revised 
vailable 1955 
1955 estimate 
Direct Obligations 
e support program - : $16, 925, 000 $23, 877, 000 
Storage lities program. ss 1, 060, 000 1. 298. 000 
Ir export program_.-_. 15, 000 115, 000 
‘ubsidy program (in liquidation) --.-. 
a direet obligations. ; 18, 000, 000 25, 290, 000 
4 Reimbursable Obligations 
“upply and foreign purchase program - 643, 000 643, 000 
ne .. Emergency feed program.. ; 157, 000 157. 000 
International wheat agreement- 282, 295 282, 295 
mal wool act J a = 199, OOO 199, 000 
\liscellaneous reimbursements. 11, 100 11, 100 
rotal obligations payable out of reimbursements from 
ther aceounts_ bite ieee ; { 1, 292, 395 1, 292, 395 


19, 292, 305 





& 
i 
3 
Difference 
+-$7 200, 000 
+-7, 200, 000 
+-7, 290, 000 
Difference 
+-$6, 952, 000 
+2928 OOD 
+100, O00 
+-7, 200, 000 
+-7, 200. 000 
' 
i 
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Administrative expenses, Commodity Credit Corporation—Contin we: 


ADMINISTRATIVE EXPENSES BY OBJECTS 


Presently Revised 
available, estimate 
1955 1955 


COMMODITY STABILIZATION SERVICE 
Summary of Personal Services 
Direct Positions 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Positions Payahle Out of Reimbursements 
From Other Accounts 


Total number of permanent positions 
Average number of all ommps yees 
Number of employees at end of year 
Personal service stions: 
Permanent positions 
Positions other than permanent 
Regular pay in excess of 52-week b 
Payment above basic rates 


se 


Total personal service obligations 


Direct Obligations 

Personal service... 3, 971, 565 9, 568, 064 
Travel 915, 743 , 289, 640 
rransportation of things 7,273 116, 32 
Communication services 524, 594 661, 170 
Rents and utility services , 039, 096 , 309, 970 
Printing and reproduction 319, 116 557, 590 
Other contractual services 9, 333 200, 520 

Services performed by other agencies. -.-- 705, 794 711, 794 
Supplies and materials 47, 237 275, 700 
Equipment 4, 000 2, 500 
Refunds, awards, and indemnities ; = : $5, 100 $15, 900 
Taxes and assessments mak . 7 , : 046 151, 882 

Total direct administrative expenses-__- Se : . 2, 897 , 861, 050 


Obligations Payable Out of Reimbursements From Other Accounts 


01 Personal services_--- ee, ; ae 977, 189 977, 189 

02 Travel_. wine sean a 71, 141 71, 141 

03 Tri snsporti ition of things ___- : ae 4, 050 4, 050 

04 Communication services . i . . 33, 581 33, 581 

05 Rents and utility services_ ie ee : E axe 14, 004 14, 004 

06 Printing and reproduction ---- : Eis acuenekearivenes 9, 769 9, 769 

07 Other contractual services Phe s : 7, 374 : 
Services performed by other agencies Sato 3 i 164, 384 

08 Supplies and materials 7 sic . 6, 580 

09 Equipment ented chat nen ; 1, 591 

13 Refunds, awards, and indemnities : 7 328 

15 Taxes and assessments Sauteed wedelta dates. : 2, 404 


Total obligations payable out of reimbursements from 
other accounts--__....--- Bia Se ie 1, 2 92, 395 1, 292, 395 


Total administrative expenses i eet ¥ : 19, 1 5, 292 26, 153, 445 


GENERAL STATEMENT 


Mr. Wuirren. Mr. Morse, I believe you are to present the generil 
statement and justifications. “We would be glad to hear from you. 

Mr. Morss. Thank you. 

Mr. Chairman and gentlemen of the committee, when we welt 
before you last year with an emergency problem—requesting an earl 
restoration of capital impairment—it was to assure that the Corport- 
tion would have sufficient borrowing authority to meet its obligations 
as required by law. Subsequent to this—the Congress enacted 
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vislation inereasing the Corporation’s borrowing authority from 
si%, billion to $8% billion, and still later in the year from $8% billion 

‘9 $10 billion. 

In the normal course of events, when program volume is increasing, 
ts effect is felt first upon use of borrowing authority as commodities 
move under support and later upon increased use of administrative 
funds, as tithe to commodities is acquired by the Corporation and 
~mmodities begin to move back into trade channels. We are now 
att that point in the eycle of events w here administratively we must 
handle the work resulting from last year’s upsurge in price support 
extended, combined with a continued heavy volume of new price 
sipport work during the current fiscal year 

For the past 18 years or ever since the Commodity Credit C orpora- 
son has had to request funds for administrative expenses through the 

ormal budgetary processes there has not been a single estimate sub- 

sited which was not prefaced by statements to the effect that there 
was no way of estimating administrative expense requirements with 
ny degree of accuracy. This was and still is necessarily so since the 
estimates must be prepared almost 2 years in advance of the close of 
the fiseal vear for which funds are provided and before the bulk of the 
cops applicable to the workload of the Corporation are even planted. 
The vagaries of nature, prices and other economic factors which affect 
the volume of price support activities are additional elements con- 
iributing to the problem of forecasting administrative expense re- 
quirements. ‘The results, of which all are aware, are that since operat- 
ng on annual limitations, the Corporation has averaged more than 
one supplemental request a year. 

We have made, we feei, tremendous progress in our technique of 
stimating administrative requirements. We believe, that given a 
specific volume of price support operations, we can estimate adminis- 
trative needs with reasonable precision. We have not, and cannot, 
however, overcome the remaining obstacle which precludes accurate 
estimates. I refer, of course, to forecasting the level of price support 
operations. Consequently, we are before you again, with a request 
for supplemental administrative expenses. 

In previous years, in presenting requests for supplemental funds 
ve have compared the program volume upon which the “regular’’ 
Budget Estimates were predicated with a revised volume of program 
wtimates. These revised estimates would be reasonably accurate, 
as we would be well into the fiscal year, with definite trends in program 
volume readily discernible. These comparisons would reflect pre- 
vious and current estimates of program volume in terms of loans made, 
repaid and forfeited, and acquisitions and dispositions of commodities. 
Vur presentation before you this year contains this same type of 
comparison. This year, I should like to supplement these compari- 
wns by indicating some of the factors which contributed to our 


neral underestimating the volume of price support operations which now 
Ou. lace us, 


were FEED GRAINS—CORN, OATS, BARLEY, GRAIN SORGHUMS 
early 
‘pora- 
tions 
acted 


The 1955 Budget Estimates were predicated upon a production of 
48 billion bushels of feed grains during the 1954 crop year. ‘This 
aeely applies to the fiscal year 1955, was approximately the same as 

it produced during the previous crop year, and was 1.4 billion 
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bushels more than the average production of the 5-year period in. 
mediately preceding World War II. We also estimated a carry-iy 
of 1.2 billion bushels and a total supply of 6 billion bushels, On the 
basis of the November crop reports we now have an estimated pro- 
duction of 5 billion bushels of feed grains from the 1954 crops, and an 
indicated supply of 6.3 billion bushels—an increase of more than 267 
million bushels. 

This big supply of feed grains, together with other feed concentrates 
available, means that the total supply for the current feeding season 
will exceed last year’s large supply and equal the record supply of 1950 
Despite somewhat larger domestic consumption and exports now con- 
templated, an all time record carry-out of feed grains is expected for 
the current season. The impact of these large supplies and impending 
carry-out has reflected itself in an increased volume of price-support 
operations, with record amounts of barley and oats already under loan 
or purchase agreements. The increased volume may be summarized 
as follows: 

Mr. Chairman, there is a table that follows, which I shall not read 
if it may be inserted in the record. I merely wish to call your atten. 
tion to the fact that in the last column, dealing with increases or 
decreases, there are substantial increases in workload factors over the 
budget estimate. For instance, the new loans made have increased 
101 million bushels; acquisitions have increased 232 million bushels: 
and dispositions have increased 171 million bushels. 

Mr. Wuirtren. The table may be inserted in the record at this point. 

(The table is as follows:) 

{Million bushels] 
1955 1955 Increase 


budget | revised or 
| estimates | estimates | decreasé 





i 
Loans outstanding at beginning of year--_.---- esd ehh LE come 427 | 457 
i 
i 
| 
| 


New loans made ee y “RS eae 400 501 +101 
Loans outstanding at end of year-__--- of das | 282 333 +51 
Inventory at beginning of year..._.........------- cect ates ating | 522 424 —9% 
Acquisitions___-__- : : | 373 | 605 +232 
ou Serene rane a ie Cee eas ie eS Sees 131 | 302 +17 
Inventory at end of year : ot Dae a ok Be eu : 764 727 —37 


Mr. Morse. I now turn to cotton. 


COTTON 


Under legislation in effect at the time the 1955 budget estimates 
were submitted, the estimated production for the 1954 crop was based 
on a national acreage allotment of 17.9 million acres and a production 
based on the minimum marketing quota of 10 million bales. Under 
the Act of January 30, 1954, a national acreage allotment of 21.4 
million acres was established and production from the 1954 crop 1s 
now estimated at 13,463,000 bales—an increase over previous esti- 
mates of production of 3,463,000 bales. The actual carrying of cotton 
for the 1954 crop year, originally estimated at 9.2 million bales was 
9.6 million bales, making a total supply of 23.2 million bales—s.S 
million bales more than contemplated in the budget estimates. -\* 
though current estimates reflect increased exports—4.5 million bales 
compared with 3.2 million bales—domestic consumption 1s now ¢% 
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spcted to be 400,000 bales less than previously estimated—9.1 com- 
pared with 9.5 million bales—so that the carryout for the current mar- 
<eting year is expected to approximate 9.6 million bales, 2.9 million 
bales more than the amount upon which the 1955 budget estimates 
were predicated. ' 

These increased supplies during the year were responsible for an 
creased Volume of cotton being pledged for loans and while the 
amount of 1953 crop cotton redeemed increased during the year to 
meet current needs, more 1952 cotton was acquired than anticipated 
and the corporation was not able to dispose of as much as was originally 
wstimated. The complete detail of the impact of increased cotton 
sipplies upon estimates of price support operations is as follows. 
vain, there is a table which follows, and if it may be inserted in the 
record I will read it, sir. 

\ir. Wurrten. The table may be inserted in the record. 

(The table is as follows:) 


{Thousand bales! 


1955 budget 1955 revised Increa 
estimates estimates decre 


ns outstanding at beginning of year- -- 5, 900 
New loans made ae a 2, 000 
Repayments ei 2, 100 
Loans outstanding at end of year-__- phd wet | 4, 500 
Acquisitions. . eacccanewoe eawaten . “ | 1, 300 
Dispositions - = von os deters | 636 


Dee MING nc s bbb tide cbadcoeruddinessesa 800 


Mr. Morse. I would call attention again to the fact that in the 
third column there are very large increases, as shown in bales. The 
frst item runs close to 100 million bales. If we drop down to repay- 
nents, it is over 900,000 bales. There are other substantial increases 
in workload factors over the original estimates on which the budget 
was based. 

The next item is wheat. 

WHEAT 


Wheat was subject to acreage allotments during the 1954 crop year 
and production did not vary materially from the quantity upon which 
the 1955 budget estimates were based. The carrying for the crop 
year, however, was approximately 100 million bushels more than 
expected and an increased supply approaching this amount was 
indicated throughout the crop year. Exports for the year are cur- 
rently estimated to be 50 million bushels more than previously con- 
templated but since domestic consumption is now estimated to be 36 
million less total disappearance remained virtually unchanged. The 
additional supply of 100 million bushels manifested itself in a strikingly 
corresponding increase in the volume of price support operations in 
that it is expected the corporation will make loans on 90 million more 
bushels of wheat than was originally estimated and acquisitions are 
estimated to increase by 112 million bushels. Details of changes in 
‘stimates of program volume are as follows. 

_ Again, there is a table, which I will not read if it may be inserted 
in the record. | 

Mr. Wurrren. The table may be inserted in the record. 
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(The table is as follows:) 
{Million bushels] 


| 1955 budget | 1955 revised | Increase op 


estimates estimates lecreay 

Loans outstanding at beginning of year. _._- + an dabeieaeinn x 50 | 91 , 
NS ON GEES TS Ssh Se SL PES ah stb ans 310 | 400 - 
Repayments.-.- 56uihdaciladde<< i itasttonetens 110 | 147 
Inventory at be »ginning of ye ar- a : 2 ate | 706 | 775 

Acquisitions __ 4 dete inh bales idZig kd vebte 250 | 362 

Dispositions 4 ; ae ae 135 | 225 " 
Inventory at end of year ; ; : Fa 821 912 , 


Mr. Morse. Again, in the third column substantial workload 
increases are shown all the way down the column. 
Next is dairy products. 


DAIRY PRODUCTS 


The budget estimates for 1955 were predicated upon an estimate of 
24,200,000 milk cows on farms as of January 1, 1954, and a total pr 
duction of 118 billion pounds of milk during the mar keting vear ending 
March 31, 1955. The actual number of “milk cows on farms as of 
January 1, 1954, was 24,700,000 an increase of 500,000 cows, and he 
production of milk for the current marketing year is expected to total 
124 billion pounds, an all-time record production. Contributing 
to this increased production are such factors determined from re port- 
ing of crop correspondents as (1) the production of milk per cow in 
October, November, and December was the highest of record, and 
(2) the percentage of cows milked as of Decer nber 1 was the highest 
since 1941. 

The carrying of milk was previously estimated at 5.3 billion pounds, 
instead of an actual carryin of 11.7 billion pounds as a result of which 
current estimates of supply for the marketing year ending March 31, 
1955, total nearly 137 billion pounds, another all-time record and | 
billion pounds more than was originally estimated. Domestic con- 
sumption is currently estimated to approximate 119 billion pounds— 
no. material change from previous estimates—and while exports ar 
now expected to total 5 billion pounds, or 3 billion pounds more than 
the original estimates, the carryout on March 31, 1955, is estimated to 
establish a further all-time record of 12.5 billion ‘pounds. Despite the 
decreased level of support for dairy products, it is estimated that, as 
a result of the oversupply of milk, the Corporation will acquire about 
566 million pounds of dairy products more than the amount upod 
which the budget estimates were predicated. The increased acqul 
sitions by commodities are as follows: 

Again, there is a table. In the third column it shows very su)- 
stantial increases on all items of dairy products. 

Mr. Wuirren. The table may be inserted in the record. 

(The table is as follows:) 
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57 
{Acquisitions in million pounds] 


1955 budget 1955 revised 
estimates (| estimates 


200 

150 

nfat dry sia S00 
jucts and dry buttermilk __- 


\fr. Morse. The next item is disposals. 
DISPOSALS 


Since the 1955 budget estimates were submitted there have been 
important legislative enactments considerably broadening the disposal 
authority of the Corporation. ‘These include (1) title I of the Agri- 
cultural Trade Development and Assistance Act of 1954, which au- 
thorizes the sale of surplus commodities for foreign currency. It is 
estimated that $400,000,000 worth of commodities will be disposed 
of in connection with this program. (2) Title II of this same act 
which authorizes the use of CCC surplus commodities in meeting 
famine or other urgent relief requirements of friendly nations. It 
is estimated that $120,000,000 worth of commodities will be dis- 
posed of in connection with this program. (3) Barter and exchange 
activity which has been emphasized and implemented by new legis- 
lation, particularly section 303 of the Agricultural Trade Develop- 
ment and Assistance Act of 1954. During the fiscal year 1954, 
$29,436,781 worth of commodities were involved in the barter and 
exchange programs of the Corporation. It is anticipated that this 
program will increase to $200,000,000 in the fiscal vear 1955. (4) An 
amendment to section 416 of the Agricultural Act of 1949 permits 
donation of commodities to prevent waste and authorizes the Com- 
modity Credit Corporation to pay reprocessing, packaging, transport- 
ing, handling, and other charges. Cost value of donations of butter, 
nonfat dry milk, cheese and cottonseed oil are estimated at $262 
million, which is an increase of $47 million over the original estimate. 
5) An amendment to Section 407 of the Agricultural Act of 1949 
authorizing the donation of commodities to distress and disaster 
areas in the United States. It is estimated that $64,430,000 worth 
of feed grains will be disposed of in connection with the current 
drought program. 

As a result of these legislative enactments combined with a more 
aggressive sales policy, it is now estimated that the total value of 
dispositions during the fiscal year 1955 will aggregate $2.3 billion 
compared with $1.4 billion as reflected in the previous estimates—an 
increase of more than $900 million. The major commodities involved 
in this comparison are shown in the table which follows, if that may 
be inserted. 

Mr. Wurrren. The table may be inserted in the record. 
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(The table is as follows:) 


{In millions] 


1955 budget | 1955 revised | Inere 


estimates estimates leer: 
Corn (bushels) 120 201 
Cotton (bales) .6 3 
Wheat (bushels) 135 225 4 
Other grain (bushels ; 26 121 » 
Dairy products (pounds) 4 916 1,119 


Mr. Morse. The next item is administrative expenses. 
ADMINISTRATIVE EXPENSES 


These increases in program volume naturally have a direct beariny 
on administrative expenses and we find that instead of the $18,000.00) 
provided in the 1955 budget estimates for this purpose, a total oj 
$25,290,000 will be required, an increase of $7,290,000. The inade- 
quacy of presently available funds has been known for some time ani 
it will be recalled that in recognition of this, our initial apportionment 
of funds authorized the Corporation to obligate at a rate which would 
result in a deficit for the year of $8,150,000. We have reviewed ant 
adjusted our estimates of the volume of price support operations in the 
light of the November estimates of crop production and other progran 
developments, including the elimination of work incident to cross 
compliance on crops subject to acreage controls, and feel that the re- 
vised amount of the indicated deficit is as accurate as can be made at 
this time. It must be emphasized, however, that our estimated ad- 
ministrative requirements are only as good as our estimated program 
volume. 

The year has nearly half its course vet to run. I believe our esti- 
mates of loan activity and takeover will hold up. On the disposal side 
of the picture—incidentally, one of our more costly operations—the 
future can prove us dead wrong. We have received the best advice 
possible from sources outside the Commodity Stabilization Service 
including the Foreign Agricultural Service, the Foreign Operation: 
Administration, the Agricultural Marketing Services, and the Agr- 
cultural Credit Service, as to the volume and timing of disposal pro- 
grams which they originate and we merely implement. If the volum 
of commodities involved in these disposal programs does not materi: 
ize as presently envisioned, we will operate at less cost during this yee! 
than we estimate. On the other hand, if new disposal programs 2! 
initiated, or current disposal programs are expanded, we would pro)- 
ably require funds in addition to the amount contained in this reques! 
There are numerous other economic, weather or international con 
tions which could occur which would affect the volume of price s)- 
port in the months to come. I have emphasized disposal activi\) 
since in my opinion, it represents the most important variable in ow 
program volume that can be foreseen at this time. 

The estimates now before you have been prepared in the same mat 
ner as all of our previous requests for funds, whether regul: r or stp- 
plemental budget requests. The increases are itemized and justili 
both fune tionally and organizationally. But regardless of brea 
downs, the thread of similarity running through “all itemizations * 
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reased program volume. Summarizing them briefly, $6,392,000. 

98 percent of the increase, is due to changes in estimates of program 
volume since the 1955 budget was prepared. The remainder of the 
nerease, $898,000, is due to the increased responsibilities and workload 
{the State Agricultural Stabilization and Conservation Offices for 
‘heir role in carrying out the price support operations. 

With respect to the increase of $6,392,000 due to changes in esti- 
mates of program volume, $5,157,445, or 81 percent will be required 
» the eight CSS Commodity Offices. As you know, the expenses of 
‘hese offices are computed on the basis of a detailed werk measurement 
eporting system. We are proud to report to you the cost of han- 
Jing the workload of these offices included in this estimate would be 
»4 percent higher had we used the same estimate of work output per 
man-vear as was used in the 1955 budget estimates, and approxi- 
mately 7 percent higher had we used the production rates actually 
tained during the fiscal vear 1954. 

We estimate our obligating authority will be exhausted by March 
) and to avoid the disruption that would undoubtedly result from 
sich a development we requested that this item be treated as an 
irgent one. 

\ir, Chairman, as usual we have men from our Budget and Finance 
Division and other men here from Administration who will undertake 
‘0 answer questions in detail. 

Mr. Warren. Well, we will be glad to have you stay, Mr. Morse, 
ecause some of the questions will be directed to you. 

| understand that the Secretary and Mr. McConnell, head of the 
Commodity Credit Corporation, will be with us tomorrow. In their 


ibsence we will proceed with the hearings today and discuss these 
matters with them later. 

| think involved here is probably the crux of many of the Nation’s 
agricultural problems. 


NUMBER OF PERSONNEL 


How many men do you have on your rolls at the present time? 

Mr. Bracu. Approximately 4,300 in the Commodity Credit Cor- 
poration. 

Mr. Warrren. Under this request how many new people will you 
employ? 

Mr. Beacu. Total number of man-years increases. The original 
estimate was 3,297. This estimate would provide 4,671. That is 
wn Increase of 1,374 over the preceding estimate. 

In the month of November, which is the most recent month, there 
vere 4.300 man-months of work on CCC. 

Mr. Wuirren. What is the percentage of increase roughly? 

Mr. Brac. The percentage of increase would have to be caleu- 
led against the budget estimate, and would be approximately 
(-some-odd percent. 

Mr. Wairren. That increase is from money which the Commodity 
Credit Corporation has under its charter and the provision which 
iis been made for it under the law. It is for the administration of 
‘he programs under the Commodity Credit Corporation’s supervision. 
‘s That correct? 


eee 
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Mr. Beacn. That is correct. 

Mr. Wuirren. And as has been indicated by Mr. Morse it is tied ip 
directly with the increase in the volume of commodities which 4 the 
Corporation has on hand, either under loan or to which it has tij\: 

Mr. Beacu. That is correct. 

Mr. Wuirren. So for relief from this type of expenditure we my 
look to reducing the volume of commodities which the Senniesiial 
owns or has to deal with. Is that right? 

Mr. Bracu. That is correct. Ultimately it would reduce it. 


MEANS USED TO REDUCE TOTAL VOLUME OF COMMODITIES UNDER ¢¢ 
OPERATION 


Mr. Wuirren. In that connection I believe several things hay 
been done to try and relieve this situation. One of these was q 
reduction in the price support program which was passed last Vear, 
whereby the basic commodities were reduced under certain conditio 
from 90 percent to 82% percent, and the support level on dairy com 
modities was reduced to what percentage of parity? 

Mr. Morse. 75 percent. 

Mr. Wuirren. In that same law another effort was made, that is 
in the opinion of the Secretary, to reduce this volume of commodities 
in the hands of the Commodity Credit Corporation by providing that 
increasing farm costs should not be figured into parity. 

In other words, the new parity formula which the Congress ap 
last year provided that any additional costs, such as freight rate 
creases, labor costs, or anything else, should not be figured in deter- 
mining parity, but parity itself would be an average for the last | 
years of the prices which the farmer received. 

Mr. Morse. You are referring to the modernized parity? 

Mr. Wuirren. Yes. In an effort to reduce total volume of con- J 
modities and the investment in it, costs, which we all know are con- 
stantly increasing, no longer are an element in the figuring of parity 
Ts that right? 

Mr. Morss. If I understand your reference to changing over fro! 
the old parity to modernized parity for these four basic crops, that is 
not a recalculation. Modernized parity has been in effect on other 
crops. 

Mr. Wuirren. That is right. But for those 4 basic crops you 
changed it to where parity now has a support level of 82% percent | 
the average price which the farmer had received, and increasing farm 
costs no longer affect it in the least. 

Mr. Morse. It is my understanding, and I would be glad to | 
corrected if I am not right in this statement, the modernized parity 
formula reflects costs the same as the other. 

Mr. Wurtren. Do you have a copy of the act available? 

Mr. Beacu. Yes, sir. 

Mr. Morse. It is a reflection of these more recent relationships 

Mr. Wuirten. Is it based on, the average price which the farme! 
has received for the last 10 years? 

Mr. Morse: That is reflected in it. However, it goes back to the 
initial base as I understand it. she’ 

Mr. Ricuarps. Modernized parity when it was first put into /8¥ 
was in the Agricultural Act of 1948. It was not applied to some 
the commodities because of later amendments to the law. 
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\fr. WuirreN. There is no argument about that. I am familiar 
sith the history. But what is that parity under the new formula? 

\ir. Ricuarps. It is my recollection, sir, that the only change that 
his law made was that it allows modernized parity to begin to take 
fect with 1955 crops of wheat, corn, cotton, rice, and peanuts. With 
,minimum of 82% percent for 1955 crops. 

\r. Morse. Under this act these adjustments will progressively 
becin to be made. 

\r. Warrren. Mr. Morse—if this year the prices are lower than 
lyst year, and next year lower than this year, and the year after that 
hey are lower than that year, parity itself will go down, down, down, 
‘ll it not? 

Mr. Morse. No. The modernized parity will be calculated as it 
has been and as it has been in effect on practically every crop except 
these four where the law specified that supports would be calculated 
at either the old or new, whichever is the higher, 

Mir. Wuirren. And these four are brought under modern parity, 
where it is tied into the average price the farmer received. It is not 
based on the cost index of the costs he pays in connection with his 
yriculture, 1s 1b? 

Mr. Morss. It will be bringing these four crops under a parity 
formula which is the same as that used for the other commodities. 

Mr. Wurrren. I still would like an answer. That effect is as I 
have described it, is it not? 

Mr. Morsn, For those crops it will bring the effective parity prices 
down progressively to modernized parity at a rate of not more than 5 
percent a vear, 

Mr. Wurrren. And that is another effort to reduce the total volume 
of commodities that the Commodity Credit Corporation handles, 
which as you show also would result possibly in some reduction in 
the administrative cost of handling the operation? 

Mr. Morse. The sole effect, of course, is not just to reduce the 
amount of volume of operations of the Commodity Credit Corpora- 
tion, There are many other effects for which new laws were passed. 

Mr. Wurrren. One of your major bases for sponsoring the legis- 
ition was to prevent the huge purchases of the Commodity Credit 
Corporation. Wasn’t that one of the major things? 

Mr. Morsr. One of the important reasons, yes, sir. Of course, 
vetting these surpluses into use so that they do not hang over and 
lepress the markets of the farmers, I would say, is a much more 
inportant effect. 

Mr. Wuirren. What is that? 

Mr. Morse. When you pile up these great quantities in the hands 
. the Government, they hang over and depress the markets of the 
farmers 

Mr. Wurrren. Are you talking about the set-aside provision? 

Mr. Morss. No, sir. Any time that the Government owns large 
stocks of commodities which can be moved and are moved into 
domestic or world markets, they tend to hang over and depress the 
markets of farmers. Farmers, therefore have a major interest in 
eing that there is not this great cumulation of commodities in the 
lands of the Government. 

Mr, Wuirren. I agree with you. I was just trying to find out the 
'arious means that you have used in trying to reduce the total volume 





62 


of commodities from the total investment which the Commodi. 
Credit Corporation has. One was changing parity. One was lowe. 
ing support level. We have mentioned those two, 

‘What other efforts have been made by legislation, or what actioys 
have you taken, to reduce the commodities which the i 
Credit Corporation has and to keep these commodities from being 
depressing influence? 

Mr. Morse. In this testimony there we have described a number 9 
additional authorizations which have been granted to us; We have boo 
employing those in our efforts to increase the disposals. : 

Mr. Wurrren. One of those is Public Law 480, where vou sell jo 
foreign currency. I notice you spend considerable time discussing this 
law as a means to help relief yourself of this problem. The figure js 
some $130 odd million of commodities to be moved through that, |; 
that correct? 

Mr. Morse. The President’s statement which came out yesterday 
I believe, shows $453 million is estimated to be committed in the fiscal 
vear 1955 under Title 1, and also shows estimated commitments 
der Title 2 at $150 million. 

Mr. Wuirren. Does that mean that the recipient country is con- 
mitted to accept that much or does it mean we are committed 
produce it? 

I ask that because my information is that the only one which was 
firmed up is for Yugoslavia in the sum of about $32 million, and ¢! 
others are strictly tentative. 

Mr. Morse. No. I think it has progressed further than that. | 
have a copy of the President’s report on that. The first agreement 
under Title 1 was signed with the Government of the Turkish Re- 
public on November 16, 1954. This agreement provides for the sale 
of approximately 300,000 tons of bread grains and feed grains 
Turkey. It is estimated this — will total about $30 million. 

Under an understanding with Japan on November 13, 1954, 8 
million is involved. With Yugoslavia, to which you refer, appro. 
mately $60 million is involved. 

Negotiations are well advanced with the Government of Pakistan 
for a program totaling approximately $31 million. 

Programs for other countries are shown in the President's report. 


CLEARANCE OF INTER-AGENCY COMMITTEE REQUIRED IN DISPOSAI 
AGRICULTURAL COMMODITIES 


Mr. Wuirtren. The President’s message showed the Department 
Agriculture had been designated as the principal agency to promot 
the moving of agricultural commodities under Public Law 480. 

Mr. Morse. We were given the responsibility under Title | 

Mr. Wurrren. Under Public Law 480 it is provided, is it not, t 
the President set up a committee. To sell through that law th: 
partment of Agriculture, which has this primary responsib bility 
handling Commodity Credit Corporation and disposing of these 
pluses, has to clear this interagency committee consisting of the Ch: 
man, Mr. Clarence Francis, and senior officials of the De wr 
Agriculture,-Commerce, Treasury, State, the Foreign Oper: 
ministration and the Bureau of the Budget. 

That is quoting from the President’s message. 
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\fr. Morse. Yes. 
\{r, WurrreNn. So in order to use this channel as a means of getting 
of agricultural commodities, trying to reduce this investment, you 
wve to clear with these departments which I have read, have you not? 
Mr \lorse. This committee has been very useful to us in resolvi ing 
soblems relating to exe hange of currency, convertibility, and so on. 
“Mr. WuirrEN. That is most interesting, but it doesn’t answer the 
westion. I asked you if you did not have to clear it with this com- 
nittee. 
= Morse. We are working in line with the committee. 
Wruirren. Is it not a fact that this committee has required 
ri fore you take any action with any of these countries, or before 
i try to move any of these commodities, you give notice to all our 
on mpetitors as to our contemplated action? Is that not true? 
\lr. Morse. I don’t know——— 
\ir. Wuirren. You are here to handle this program? 
\r. Morse. I don’t know the extent of that at the present time. 
We have been making definite progress in this working relationship 
and it has been improving as we have gone forward, as we get a better 
inderstanding. 


RELATIONSHIP WITH STATE DEPARTMENT 


Mr. Wuirren. We want to pass judgment on your judgment. 
What was the situation when you started off dealing with the State 
Department on this thing? Tell us that now. 

Mr. Morse. The State Department, of course, carries the major 
sponsibility in our relationships with these other countries. 

Mr. Wurrren. Did they insist that you shouldn’t sell these agri- 
cultural commodities? You said things have improved. What did 
they insist on to start with? 

Mr. Morse. You referred to the matter of notice and consultation. 

Mr. Warren. Yes. 

Mr. Morse. That was one area in which there was concern. 

Mr. Wutrren. They haven’t changed that attitude either, have 


Mr Morse. There is definite improvement as we all get experience 
i this matter. 

Mr. Warrren. You wouldn’t say they do not now insist on such a 
procedure, then? 

\Ir. Morse. I would not make a categorical statement. It will 
pend upon the commodities, I think, Mr. Chairman, and also the 
siuation with reference to these commodities in the world markets. 

Mr. Wairren. That is interesting. What are the commodities on 
which they insist and those they do not? 

Mr. Mors. I would rather give a more accurate answer than | 
ould make off the cuff here. 

WuittEN. We would be glad to have you come back, Mr. 


. Morse. Yes, sir. I can put it in the record for you. 
\Mr. Wurrren. I would rather we discuss some of these things here. 
Mr. Morse. Let me give you some illustrations. You know, there 
ea number of our friendly countries very much interested in the 
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production and export of dairy products, and their commodity jg yor. 
much affected. " 

Mr. Wuitren. They want the markets and don’t want us to gel] 
world markets. .That is what it amounts to, is it not? 

Mr. Morss. I wouldn’t characterize that as their present attityd, 
They realize more dairy products can be sold on the world markets 
without depressing these markets. I think the best illustration of th. 
progress being made and the cooperation we are getting is in the {ye 
that under this authorization which provided for up to $700 million 
for 3 years, as the President’s report yesterday shows, there are con. 
mitments either definite or in negotiation now totaling $453 million 
in this first year. 


ih 


UTILIZATION OF RECEIPTS FROM SALES FOR FOREIGN CURRENCIEs 


Mr. WuirrteEn. In following that course of trying to get rid of these 
agricultural commodities and moving them into world trade channels, 
first you have to clear it with this committee. Your relations have 
improved with the State Department. But under those sales for 
foreign currencies, as I read the President’s message, only 10 percent 
of that foreign currency is subject to the appropriation process of the 
American Congress. In other words, our foreign aid people can 
spend 90 percent of that currency any way they please, according 
to the President’s speech, and the President can waive the other 10 
percent? 

Mr. Morse. Broad authority was given to the President. 

Mr. WuirrEeNn. Quoting from the speech, the President said: 

The President is authorized to use, in agreement with the country concerned, 
foreign currencies accruing from sales for eight separate purposes. Foreig: 
currencies may be used for these purposes without regard to section 1415 of the 
Supplemental Appropriations Act of 1953— 


that carries a case note showing section 1415 provides that foreign 
currencies owned by the United States can be used only as authorized 
through the appropriation process. 

Then it proceeds further: 


Except that section 1415 is required to be applied to the use of at least 10 
percent of the total foreign currency proceeds of sales and to all use of currencies 
as grants for financing the purchase of goods or services for other countries, for 
promoting economic development and trade, or for payments of United States 
obligations abroad. The President may, however, waive the applicability o! 
section 1415 in any case in which he finds that such applicability would be inap- 
propriate or inconsistent with the purposes of the act. 

I quote from the message. 

Mr. Morse. Those are the provisions of the law under which we 
are operating. 

Mr. Wuirren. So it means all this foreign currency, instead 0! 
being used to pay the bills of our military setup in those countries 
as all of us thought, could be used to build roads, schools, and do 
reforestation in countries that have better roads than we have. 
could it not? 

Mr. Morse. If there are such countries. 

y . yr 7 vt 

Mr. Wuirren. I just came back from Western Europe. And 
many countries have better local roads than we have in some pars 
of the United States. Are you aware that our foreign-aid people 
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those countries are seeking some way to spend these moneys? We 
haven't any agricultural people helping them, I hope. 

\fr. Morsg. I don’t know. 

Mr. Warrren. You don’t know of any agricultural people? 

\r. Morse. No. The provisions of the law, of course, were en- 
acted by Congress. 














REPORT OF HON. JAMIE L. WHITTEN 

Mr. Wuirren. I have prepared a final report on my trip to Europe. 
I ask the committee’s permission to insert that report in the record 
at this point. 


(The material is as follows:) 
Rerort oF JAMIE L. WuHitTreN, MEMBER, COMMITTEE ON APPROPRIATIONS 


There have been some 13 freight-rate increases since World War II, an 85- 
percent increase in spread between prices received on the farm and prices to the 
consumer, a 13-percent increase in farm costs in the past 2 years, with a 12-percent 
decrease in farm income. These conditions, which largely result from laws, 
many of them enacted by Congress to provide protection to various segments of 
our economy, make price supports for certain basic agricultural commodities 
essential to maintain some degree of balance in our economy. The fact that 
price supports are necessary to offset American costs does not remove the necessity 
that our foreign markets be retained to absorb commodities surplus to our domestic 
needs if we are to avoid further curtailments in agriculture production and farm 
income with the resulting unemployment of thousands upon thousands of 
American farmers. 

The large buildup of agricultural commodities in the hands of the Government 
in recent years is not the result of our price-support program, but rather is due to 
failure to offer to sell our products competitively on world markets. Yet each 
time I have challenged this policy of holding our agricultural commodities back, 
admitted to be our policy by our Department of Agriculture, I have been faced 
with the fact that such policy reflected the attitude of our State Department and 
those handling foreign-aid programs, based on what the State Department 
claimed were political and national-defense considerations. That Department 
has made its decisions apparently without any awareness of the effect on agri- 
culture and business in the United States. I believe such policies ruinous to 
American agriculture and, in the long run, to the Nation. 

According to the National Advisory Committee for CARE, composed of such 
men as Henry A. Bullis, General Mills, chairman of the board; Roy C. Ingersoll, 
president of Borg-Warner; Ward Melville, Melville Shoe Corp.; H. J. Heinz, and 
others equally suecessful, such policy costs the United States $700,000 a day for 
storage, deprives American railroads of transportation equal to 100 transconti- 
nental freight trains each day for a year, deprives American shipping of the 
equivalent of the dispatch of 10 oceangoing freighters every day for a year, not to 
mention the loss of labor and the effect on agriculture itself, being cut back now 
to absorb such commodities. And all this food and fiber has been held back by the 
Department’s policy, set up by our State Department on the basis of ‘“‘helping 
needy peoples of the world.” 





WE NOW HAVE AUTHORITY TO SELL COMPETITIVELY ON WORLD MARKETS 





I would point out that the Commodity Credit Corporation Charter Act in 
section 5 (f) authorizes the corporation to export or cause to be exported, or aid 
in the development of foreign markets for, agricultural commodities. Under the 
Charter Act these commodities may be commodities acquired under price support 
programs or specifically procured for export purposes. 

The Charter Act contains no restrictions on the prices at which commodities may 
be sold by the corporation. Section 407 of the Agricultural Act of 1949, as 
amended, does establish minimum prices at which the corporation may sell com- 
modities owned or controlled by it, except in the case of sales for certain specified 
purposes. Sales for export, however, are specifically exempt from the application 
of this minimum price restriction. 
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Yet the United States Department of Agriculture admitted in hearings he: 
my committee last year that the United States has been following a poliey 
holding our commodities at ‘‘prevailing prices’ letting other countries under 
and have the markets. Many commodities have not been offered even at 
vailing”’ prices. 

Foreign countries do have the dollars. However, due to our policy + 
countries simply are not spending as much for agricultural commodities but 
buying other things. Agriculture’s share of United States sales has dropped fro; 
28 percent in 1934-38 to 19 percent in 1953 (exhibit B). 

Accordingly, I requested and received authorization from the Committe 
Appropriations to visit, inspect and obtain reports from United States militar 
political, and agricultural authorities throughout Western Europe in ar a t 
obtain evidence to help break up such shortsighted policies. Under this autl 
zation I visited the following countries during the period September 23 thn 
November 8, 1954: Germany, France, Spain, Italy, Switzerland, Be Igiun Nether 
lands and England, where I met with ambassadors, generals, business peopl 
representatives of our Department of Agriculture. A more detailed copy 
itinerary is attached as exhibit A. 


FINDINGS 

Economie conditions: 

In all countries of Western Europe economic conditions are substantially bet 
than before the war, averaging better than 150 percent of prewar levels. 8 
are full of merchandise and there is less debt and less inflation than in the U; 
States. 

Economie recovery in Western Germany has been spectacular. Since 1948, t 
industrial production has more than tripled and is over 170 percent of 19 
Also, gains in Germany’s export trade have been remarkable, as shown by 
twentyfold increase in exports since 1947, and she has been able to maintai! 
favorable foreign trade balance. Germany is now one of the strongest cr 
in the European Payments Union and has improved its gold and dollar reser 
substantially. The per capita consumption in Western Germany is some\ 
below that of France and the United Kingdom, however, due to the influx of 
million refugees from behind the Iron Curtain. Refugees are still coming 
Western Germany, principally through Berlin, in large numbers. Several thous il 
refugees are processed each week through one refugee center which I visited 
West Berlin. Encouragement of refugees from behind the Iron Curtain is imy 
ant to the West, however, since it is creating a serious shortage of experie! 
farmers, which accounts for the serious food shortages which have developed 
Communist-controlled areas. According to reports received in Berlin, th 
shortage in Eastern Germany is so serious that people are willing to travel hundreds 
of miles and spend considerable money to get the food packages made availa 
by the United States. The shortage in food is much more acute than the short 
in money. 

The problem in France is politica] rather than economic, and no 
financial aid from the United States will solve this condition until the 
people themselves are willing to take action. Despite the strains place 
French economy following the outbreak of war in Korea, industrial 
has continued to increase, reaching the highest levels in French hist 
percent of prewar. However, France will never be able to make a s 
contribution to the defense of Western Europe until a strong leader car 
and a stable government can be established. This will require a basic « 
the French Constitution so that Members of Parliament will hav 
reelection each time a new government is formed. It will also rea 
revisions in tax laws and collection procedures. Since the French G 
already takes almost one-third of the gross national product in the forn 
and indirect taxes, such a revision will not necessarily result in increase 
to the Government. It should, however, distribute the tax load mors 
among the various economic groups in France. Apparently, the large C 
vote in France is due to some extent to the fact that the laboring clas 
unusually large share of the tax burden. 

While the standard of living in Spain is still the lowest in Europe, t 
siderable evidence of economic improvement. A great deal of new co 
of all types is noticeable in Madrid and adjacent areas, and there appear 
a concerted effort to provide more adequate living quarters for the people. 
efforts are being made to attract foreign capital and increase foreign trad 

ite li tural resources, the pride and industriousness of the peo} 
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enable Spain to become an important factor in future plans of the free world. 
There is every evidence of national strength and a strong determination to resist 
‘ommunism in every way. The Spanish people are very friendly to Americans 
and are appreciative of the financial help from the United States. They are 
operating very closely and freely with the United States in joint defense activi- 
ties in that country. 

“As in the case of France, the most serious problem in Italy is the political 
ituation. The economic situation is still serious for some people, just as it is in 
the United States, although agricultural production is 124 percent over prewar 
evels and industrial production is 160 percent above prewar levels. The salva- 
tion of Italy must come from those Italians who have a sufficient stake in resisting 
ommunism to rid the Government of its potent Communist minority by internal 
hanges. United States financial aid cannot accomplish this, and a tougher 
United States attitude with respect to future aid is necessary to force responsible 
jtalians to face up to their responsibilities in this regard. 

Economie conditions in Belgium and the Netherlands are excellent. In the 
postwar period Belgium lived within its economic means and stabilized its economy 
on a sound basis. In 19538 industrial production was 142 percent of prewar 
levels. In addition, Belgium carries large surplus with the European Payments 
Union ($235 million as of April 1954). In the Netherlands, industrial production 
rose to 163 percent of prewar levels in 1953, and in December 1953, she carried a 
surplus of $370 million with the European Payments Union. In both of these 
countries there is political stability and Communism presents no serious problem. 

Production and productivity in the United Kingdom have increased to well 
above prewar levels in both agriculture and industry. Industrial production has 
increased about 140 percent and agricultural production is up 127 percent over 
1938. Gold and dollar reserves, which fell from a postwar peak of $3,867 million 
in June, 1951 to $1,686 million a year later, have steadily increased during the 
past 2 vears and at the end of June 1954, stood at slightly over $3 million. 


al 


AGRICULTURAL MARKETS 


There is little doubt that the United States can recapture many of its European 
markets for agricultural commodities, provided prices are made competitive and 
an aggressive sales program is conducted by the United States. Importers and 
business representatives in Europe generally prefer United States commodities 
due to higher quality. United States exports to western Europe could be again 
built up to or above prewar levels, if prices were made competitive. As an example, 
Germany’s imports of United States cotton dropped from 70 to 80 percent of its 
total prior to the war to 25 percent in 1953, due primarily to price. If the price 
were competitive and satisfactory credit arrangements could be made, German 
merchants would again rebuild their stocks of cotton to prewar levels, with most 
of their imports coming from the United States. They have the dollars, for our 
military is spending the dollars (exhibit B). 

The general opinion among representatives of business in Europe was that the 
United States should make every effort to sell its surpluses through normal channels 
of international trade at competitive prices. They felt that the world should 
return to normal trading practices as soon as possible, with United States products 
competing as in prewar days since large United States surpluses are a constant 
threat to world markets. They also agreed that the present practice of holding 
United States commodities off world markets and then giving them away without 
remuneration at a later date is a very disruptive factor in normal international 
trade and should be discontinued. And they are amazed at the United States 
State Department policy of notifying all competitor countries in advance of 
proposed sales of United States agricultural commodities abroad. In numerous 
instances, this has enabled other countries to underbid the United States and 
take over the market. 

It should be pointed out, however, that there are two points of view in Europe 
relative to United States agricultural policies. The one reflected by importers 
and industrial representatives is outlined above. The other, which is found 
among government officials of the various countries of Europe, who quite naturally 
ike for the United States to let them have the markets, is that the United States 
‘would not sell in world markets at less than domestic prices, insisting a two-price 
‘ystem would be grossly unfair to competitor countries, Their feeling is that the 

uted States is extremely wealthy, has unlimited resources, and can continue to 
hold its products off world markets indefinitely in order to allow smaller countries 

‘develop their foreign markets. This attitude was encountered particularly in 
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England and the Netherlands. It was also encountered during discussions with 
the chief economist at the Food and Agricultural Organization in Rome who is g 
native of the Netherlands. The fact that this policy put the United States iy 
an unfavorable competitive position, leaving the markets for other agricultyrg 
nations, and has the effect of holding an umbrella over world prices, thereby 
making Jess food available throughout the world at higher prices, did not seen 
to concern these people. 
AGRICULTURAL ATTACHES 


The transfer of the foreign agricultural attaches from the State Department to 
the Department of Agriculture is being put into effect gradually. It is hoped thgt 
it will result in stronger agricultural representation in the various countries 
abroad, and it is expected to improve agricultural reporting and increase markets 
for United States agricultural commodities abroad. For it to really work, we 
must change our governmental policy at home so our commodities will! be offered 
competitively. This change of agricultural attachés is creating some interna] 
difficulties due to a few administrative problems. For instance, the placing of 
the agricultural attaché positions under ‘“‘Schedule A,’”’ which makes them subject 
to political appointment, is causing the older career attachés to be reluctant to 
give up their permanent status with the career Foreign Service system rather 
than level of responsibility for the position. 


MILITARY DISCUSSIONS 


Briefings and discussions were held with Gen. William M. Hoge, Commander 
in Chief, U. 8S. Army in Europe, Heidelberg; Lt. Gen. C. V. R. Schuyler, Chief of 
Staff, Supreme Headquarters, Allied Powers in Europe, Paris; Maj. Gen. George 
Honnen, U. 8. Commander, Berlin; and Maj. Gen. August W. Kissner, Chief 
Joint U. 8. Military Group, Madrid; also Generals Allen in Italy and Van Brunt 
in Belgium. 

Based on these discussions, apparently our miliary plans call for financial and 
military assistance in Western Europe at or near present levels for years to come, 
whether or not Russia attempts to move into Western Europe. The recent agree- 
ments providing for a new German army may reduce United States military 
costs slightlv, but such reduction will not be significant. All our military plans 
depend on a strong United States economy at home. 

In building military bases in European countries we run some risk. Each 
nation is sovereign. If they tell us to get out, we must get out or fight to hold 
such bases, for any such base helps us while we hold it, hurts if the other side gets 
it. 

REARMING GERMANY 


There is an element of risk here. However, the German people work. They 
have done wonders in bringing about the recovery of their country. They are 
probably about the strongest people, as a group, in all of Europe. Because of 
that the Germans will be a factor and a major force in any future conflict. We 
must try to see that it is on our side. 


AIR BASES IN SPAIN 


In Spain, Major General Kissner and his staff provided a briefing on the 
construction of the new air bases. In addition, a visit was made to the Torrejon 
Air Base near Madrid, where one of the new airfields is to be constructed. Plans 
are largely complete and contracts are being awarded. The attitude of the 
Spanish people in connection with this program and the degree of cooperation 
received from the Spanish Government is excellent. It is apparent that Franco 
and the Spanish people have cast their lot with the United States and are willing 
to go all out to build a strong defense network. They are doing everything 
possible to enable United States forces to operate effectively in Spain. For 
instance, the Spanish Government volunteered to furnish space free of charge 
to the Joint United States Military Group in the Spanish Air Force building 
recently constructed in Madrid. 

BERLIN 


One of the most interesting points of the trip was the visit to Berlin. ea 
more than 100 miles within Russian held Germany, it is a vitally important wpe 
to the Western Powers, both as an advance military base and as an example 0 


: , 4 ° » tak y 
western democracy behind the Iron Curtain. Of course, it can be taken 


° ° 44, sist 
Russian forces at any time and the Western Powers are committed to re 
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tack. Thus it is a trigger which can be pulled whenever Russia is ready to 
xof aconflict. In the meantime, it is important that we do whatever is neces- 
: to provide a reasonable standard of living for the residents of Berlin and to 
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cultura aduice unemployment to a minimum. ; 

thereby In the United States, we have been given the impression it is quite something 
ot seem »be able to go into East Berlin (Russian). I spent the afternoon there. | 


ould play up my visit as others have, but actually public sightseeing buses filled 
rith passengers go from West Berlin over to tour East Berlin practically every 
jay. Our group went into a number of buildings in East Berlin. We read and 
hear of restrictions on going into East Berlin from West Berlin. I was surprised 
» learn that practically all those restrictions are imposed by our own people to 
keep down incidents. 

There are periodic checks by East Germans of cars going across into East 


ment to 
red that 
Ountries 


markets ee ' : ; 4 : J ; 

ork, we Berlin. rhis is customs inspections, immigration, etc. The same thing is done 
offered you go from France to Spain, Spain to Italy, or when you come into the 
internal gL nited States. euire sa 

acing of The western sector, or our section of Berlin, in my opinion, does show more 
subject recovery than the Russian sector. Our folks pointed that fact out. Our efforts 
‘tant to vem to be directed toward the recovery in the most needed places. Most 


Russian construction we saw was in the buildings on one street which would 
present a wonderful picture if circulated over Eastern Germany by the Russians; 
doubtless they are doing just that. Other sections of the Russian Sector don’t 
jook that way; thus the Russians restrict picture-taking in East Berlin. Appar- 
eitly a number of Americans attempt to take such pictures simply because they 
are not supposed to; thus the trouble for our military authorities is brought about. 

Berlin is a city of 4 million people which has been divided down the middle so 
far as local government is concerned. Russia is in the saddle on one side—the 
United States, British, and French each have control of a sector of the other. 
And yet, the street cars, the lighting, the subways, the sewage systems, and the 
streets serve the whole city. Those actually in control speak three languages— 
Russian, French, and English. 

Forty thousand people live in West Berlin and work in East Berlin—going 
back and forth each day—and vice versa. One part of the city uses one kind of 
money, the other another. 

The railroads serving Berlin, including the United States, French, and British 
vetors, go through a 100 to a 150 miles of Russian held Germany to get to Berlin, 
They serve all of Berlin. I don’t know how many trains the railroads can handle, 
but we are allowed not less than 15 trains of any length each day. 

The highways going to West Berlin go through a 100 to a 150 miles of Russian 
held Germany to get to Berlin. I talked to many civilians and to many American 
widiers. They all said a person can drive right on through without any difficulty. 
ltis when he tries to drive about over the countryside that he is stopped. 

What do these facts mean? Frankly, I don’t know. I do know the impressions 
hey = we get here in the United States tend to inflame us more perhaps than would be 
eee the case if all facts were understood by the people of the United States. 
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t. I came back with the distinct impression that, for one reason or another, while 
the facts we are given by the press and radio and visitors are doubtless true, the 
individual items, the sensational way presented and the facts not presented, 
tend to inflame American public opinion far beyond what a balanced presentation 

on the would give. 

‘orrejon Fach side is jockeying for position, for public support. Certainly, under those 

Plans conditions differences are going to arise. I don’t know the facts about the many 
of the incidents but I can see that many would naturally occur. We are not being given 
eration 4 balanced picture. There is much to raise the question as to whether we are not 

Franco getting rather unbalanced information from other parts of the world. 

willing [know we need to make every effort to get all the facts. If we are to have a 

rything "ar, as terrible as that is, it should be for a principle and with a full appreciation 

n, For fall the facts. We shouldn’t let ourselves be misled.into war. Now I do not 

charge ‘iow that we are given false information; but isolated incidents can give just as 
yuilding ‘eorrect a picture as false statements. 
CONCLUSIONS 
Being |. We must change our policies —One of the principal arguments for the billions 
ant spot of dollars we have spent overseas has been that economic recovery is the answer 
mple of “communism. Yet, despite the fact that the countries of Western Europe 
ken by ve recovered economically, with industrial and agricultural production up well 


o resist tbove prewar levels, communism continues strong, notably in France and Italy. 
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For a number of years the principal argument for our foreign-aid program | 
our leaders in the Congress has been to point out “how many billions we wou) 
spend to keep one bomb from falling in the United States.” We need to analy. 
this argument, however, and see if the spending of these billions prevents 
I am convinced, personally, that economic aid is no longer needed and 
is not the way to prevent such a bomb from being dropped. 

The question is not what we would be willing to do, but one of whether what we 
do brings about the desired end. As long as we say we are willing to Spend billions 
the countries of Europe are willing to help us spend it. As long as a local threat 
of communism will make the United States send billions abroad, you wil] fq 
enough communism in a number of countries to cause us to put the mone he 
high seas. They will continue to pull our leg. 

Whatever the benefits of the United Nations and other such organizations may 
be, as long as we seek approval by a large group of countries, regularly, as we do 
trade and other concessions against United States interests will be demanded 
Our State Department apparently has yielded to such demands without am 
awareness of the effect on American agriculture and our general economic well 
being. 

Actually, foreign aid does not go directly to the people. Instead it goes to the 
government which in turn sells articles purchased therewith to the people. We 
are aiding countries which are in better shape financially than we are, and mos 
people of other countries will not believe that the United States is borrowing the 
money it is giving them. 

2. It must be recognized that political and social problems in some countries of 
Europe are more significant than economic conditions —Under the French Consti- 


aly ze 
that 
actually 


V on the 


tution, the members of the legislative body can cause the head of the government § 


to submit to a vote of confidence at any time, without having to run themselves, 
This amounts to government by legislative body, which cannot work in a country 
of any size. In Italy, the head of government must have the support of a combi- 
nation of all the parties in the Chamber of Deputies to outvote those sympathetic 
to communism. This invites the forming of small parties, for even a small grou 
can hold up the executive department to obtain favors. 

Business interests in Europe have recovered substantially above prewar, and 
have a real stake in the fight against communism. If the United States will only 
quit acting like it is so disturbed, and will quit urging those countries to let it save 
them, I am convinced it will have more help from Europe in this world clash of 
ideologies. 

3. We must insist on the right of our agricultural commodities to move in world 
trade on a competitive basis.—The present policy of holding our commodities off 
world markets at competitive prices, so other countries can have those markets is 
playing right into the hands of our competitors. We are about to surrender this 
basie right by not using it. We must stop trying to make other countries econom- 
ically independent of us so far as trade is concerned, for those who trade together 
usually stand together. Actually, we are using United States dollars to make 
competitors of our former customers. By way of illustration, we have been 
parties to increasing foreign cotton production by 1 million bales annually, while 
our Department of Agriculture cuts back American cotton production to absorb 
such increase with resulting unemployment of thousands of farm families. 

The longer we follow our present policies of holding back our production from 
competitive world trade, the more countries like Britain and Holland will insist 
that a rich Nation like the United States (and that is what their leaders told me 
should not sell what it has surplus to domestic needs for what it can get in the 
world market. Yet both of those countries sell abroad for much less than the 
sell at home. be. 

The Netherlands is spending huge sums in helping agriculture with subsidies 
so that its agricultural products move into world markets far below the real cost. 
England, through a system of purchase taxes, is moving its products into Word 
trade far below the real purchase price to its own citizens. The difference 's 
estimated at £365 million annually. 

Yet, while some few of our people abroad seem to know some of these facts, none 
seemed to have the full story so as to be in a position to argue back when suet 


S . , Tinited sl 
countries insist. “That it is unthinkable that a rich country like the Unit 


States would offer its commodities to those who need them at less than its domestic 
support price.’’ I found none of our representatives overseas who had any 
knowledge of what commodities we: have for sale at a competitive price. — I found 
no one who even knew we had legal authority to sell competitively. These a 
able men, but this information has not been available to them. I even found that 


United States representatives to the standing committee of FOA of the | ais 
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Xations on Surplus Commodities have been from our State Department rather 
‘han from the United States Department of Agriculture. 

| We must realize that the economic strength of the United States is absolutely 
vecential to the success of all our military plans.—The United States cannot continue 

support the people of the world economically, without seriously depleting its 
»enurees and risking the destruction of its own economy. We must find out that 
t is better to sell than to give away—better on the trade, the recipient country, 
nd ourselves. We help needy countries more by making what we have available 
+ them than we do by holding such commodities in warehouses in the United 
states. 

| found that our representatives abroad had too little awareness and under- 
standing of the fact that we had a serious economic problem at home, particularly 
with respect to agriculture. Every opportunity was taken to bring this matter to 
the attention of the United States representatives, ambassadors, generals, and 
others contacted. 

May I repeat, protecting the economy of the United States is absolutely essen- 
tial if we are to carry out our military plans for the future. 

Economic recovery of Europe is not the complete answer to communism for they 
have economic recovery. 

American agriculture must be represented in future international agreements, 
for those now making concessions for the United States do not know the subject. 

The United States does not help needy people by holding back what they need. 

The Government weakens the American economy by cutting American farmers 
back to set people up in business in foreign countries. 

American farm-support laws are essential to offset costs of other laws, but any 
farm program to succeed must use authority of present law to sell what we produce 
and do not need on a competitive basis to the people of the world. 


SUMMARY SCHEDULE OF WHITTEN TRIP 


Left New York City aboard U. 8. N.S. General Rose, September 23. Arrived 
Bremerhaven, Germany, October 1. Met by Jack Haggerty, agricultural 
attaché at Bonn, and Bruce Lancaster, economic counselor at Hamburg. 


GERMANY 


October 1: Dinner at Hamburg with Consul General Timberlake and Herr 
Alfred C. Toepfer, one of largest wheat importers in Germany. 

October 2: Meetings at Hamburg with Herr Blessing, importer of fats and oils, 
and several cotton importers. These people generally of opinion that (1) present 
United States agricultural surpluses are a constant threat to world markets; (2) 
that handling of United States surpluses through normal channels of trade would 
be far better than present United States policy of holding prices high and then 
giving commodities away; and (3) most countries would prefer United States 
products if prices were competitive and dollar exchange available. Drove to 
Kassel in afternoon. 

October 3: Drove to Frankfurt. 

October 4: Meeting at Heidelberg with Gen. Wm. M. Hoge. Lunch and tour 
at Schloss-Heidelberg Castle. Flew to Berlin in late afternoon. 

October 5: Briefing in Berlin by General Honnen, his staff and representatives 
of HICOG. Attended HICOG staff meeting. Heard special report on unem- 
ployment problem in Berlin. Meeting with Dr. Conant, High Commissioner of 
Germany. Visit to Russian sector of Berlin in afternoon. 

_ October 6: Visit to refugee camp in Berlin. Flew to Frankfurt in late afternoon. 
look train to Paris in evening. 
FRANCE 


October 7: Meeting in Paris with Lt. Gen. C. V. R. Schuyler at SHAPE head- 
quarters. Pointed out need to keep United States economy strong at home to 
support apparent long-range military effort in Europe. Visit to Versailles and 
Notre Dame in afternoon. Reception at home of Agricultural Attaché Omer W. 
Herrmann. 

October 8: Attended conference of agricultural attachés from European area. 
Discussed in detail problems related to agricultural policy and marketing of 
an States commodities in Europe. Meeting with Ambassador C. Douglas 

illon. 

October 9: Drove through agricultural area southwest of Paris, ineluding 
Chartres. 
October 11: En route Paris to Madrid by train. 





72 


SPAIN 


October 12: Visit to ‘“‘Los Caidos’’ monument near Madrid (Franco's mem 
rial), being built in memory of fallen soldiers of Spanish civil war. Visit to El 
Escorial near Madrid, monastery-monument built by Philip II. _ 

October 13: Meeting with Ambassador James C. Dunn. Meeting with Ed- 
ward L. Williams, minister of economic affairs and FOA Director. Briefing }, 
Maj. Gen. August W. Kissner on construction of airbases in Spain. Visit ;, 
Torrejon Airbase near Madrid. | 

October 14: Reception at home of agricultural attaché Burl Stugard. 

October 15: Flew Madrid to Rome. 


ITALY 


October 16: Visit to land reform project north of Rome, an example of attempts 
by Italian Government to break up large landholdings and enable small “peas. 
ant” farmers to settle on and purchase small farms from 15 to 20 acres. Similar 
to resettlement projects in United States. 

October 18: Conference in Rome with Mr. Henry J. Tasca, Chief of FOA 
mission, and staff on economic affairs in Italy. Meeting with Minister Dubrow 
and military officials on military and political problems. Luncheon with Dr. 
Vincent Cardon and FAO officials. Brief tour of FAO. Meeting with Ambas- 
sador Clare Booth Luce. 

October 19: Drive to Florence. 

October 20: Drive to Milan. 

October 21: Meeting and luncheon with officials of Italian Cotton Associa- 
tion, cotton merchants, and textile trade people. Consensus of group much the 
same as in Germany, although prices of United States cotton not out of line at 
present time. 

SWITZERLAND 


October 22: Visit to United Nations building at Geneva—Palais de Nations 
(formerly League of Nations headquarters). 

October 23: Visit to Caux, location of headquarters of moral rearmament 
movement, an organization dedicated to spreading the message of the free world 
Its principal means is through presentation of theatrical productions in various 
countries. Is supported by private subscription and by financial sacrifice and 
dedication of people actively engaged in its work. Flew to Paris in evening. 


BELGIUM 


October 25: Drove Paris to Brussels. Visited Belgian farm. Reception at 
residence of Ambassador F. W. Alger. 


NETHERLANDS 


October 26: Drove Brussels to The Hague, traveling through some of the area 
flooded in February 1953. Area appeared to be completely recovered and re- 
stored to agricultural production. Dinner at home of Agricultural Attache 
George J. Dietz. 

October 27: Meeting with Ambassador H. F. Matthews and his deput) 
Luncheon meeting with Minister of Agriculture Mansholt and several members 
of his staff. Herr Mansholt’s position on United States agricultural policy was 
similar to most governmental officials of competing nations encountered in Europe 
on two points: (1) That the United States could afford to hold its products off 
the markets in order to help the smaller nations build up their agricultural econom) 
and (2) that it would be unfair for United States to sell its products in world mar- 
kets at less than domestic United States prices. The claim that United States 
agriculture is subsidized is used generally throughout Europe by competing 
nations to put our representatives on the defensive. Flew to London in late 
afternoon. 

LONDON 


October 28: Meeting with Ambassador Winthrop W. Aldrich and FOA ‘ hief 
Lincoln Gordon. Meeting with British Minister of Finance. Question of sub- 
sidized United States agriculture again brought out. Lunch at Farmers Club 
of London with Minister of Agriculture and his associates and representative of 
Liverpool Cotton Association. Visit to House of Commons. Reception 4 
home of Agricultural Attaché Eric Englund. 
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October 29: Dinner at American Embassy with American and British agri- 
witural officials, given by Dr. Fred Motz, Department of Agriculture repre- 
ntative in London. 
(October 30: Further meeting with Ambassador Aldrich. Drive to Southampton 
n afternoon. teens 
" Left Southampton on U.S. N. 8. Rose on October 31; arrived New York City 
n November 8. ' 
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ExuiBit B 


1, TOTAL UNITED STATES EXPORTS 
{Millions of dollars] 











| Agriculture | Total Percent 
| agriculture 

ib abt TS eae ee ote ee 748 | 2, 700 | 28 

1938-39 <odoowe tens sda oe seabba deans paveust 683 | 2, 885 | 24 

1952-53 wo enna eee enn ene ~~ += +--+ +e -- pe nressecs 2, 819 | 15, 126 | 19 

1953-54 (estimated) - -...-.-------- eee Pees ete ee 2. 936 15, 226 | 19 

| | 
Source: From ‘Foreign Agricultural Trade’’—U. 8S. Department of Agriculture. 
2. SHIPMENTS UNDER AID PROGRAMS 
[Millions of dollars] 

OM. .c.-..;.sscecnaw send gebdneueh qquenenpes . =o ‘ : ; 1, 365 
1948 Aces abd he MUR ess ST et EE . 2, 309 
1952 path SS He CNSS Ss oosnagEeeserces « eo 429 
EE . wnacke ean Wee sed sonee nad pieilieahatlehessie oy tase eRe . 360 

Source: From Foreign Agricultural Situation—U. 8. Department of Agriculture. 
3. FOREIGN COTTON PRODUCTION 
{Thousands of bales} 
South Africa and 
Europ Asia America Oceania 
1942 aa ha i eats 71 7, 169 3, 039 1, 770 
1945 oan me ; 80 5, 842 2,044 1, 966 
1M4Y bes aie but woe | 143 5, 921 2, 418 2, 991 
ae cecWathtvetlededuda | 266 8, 809 2, 688 3, 524 
1953 . . ied : ; : | 323 | 9, 514 2, 686 3,015 
1954 (estimate) {iS hE Pa ae este 356 9,615 | 3,003 3 057 
| 





Source: From Foreign Agricultural Service—U. 8S. Department of Agriculture, 


4, UNITED STATES FEDERAL EXPENDITURES IN EUROPE (INCLUDES MILITARY, 
DEFENSE SUPPORT AND OFFSHORE PROCUREMENT) 


[Millions of dollars] 








| 
1955 (esti- 
O05. OF i 
1953 1954 mated 

Austria it a ERS! : E 89.3 46.5 30.7 
Belgium: Luxembourg.....---. i a i 58.7 67.7 87.4 
OUI i i se ee tals Se dae Tee eer ya 31.0 31.7 32.4 
France... <3 a 662. 0 949. 6 1, 530. 95 
Germany Bee Lear eee 319.7 323. 8 282. 3 
Teeland ‘ 4 19. 6 18. 2 18. 2 
Italy pa mi pha ; 246. 1 284.7 298. 6 
Netherlands. . = Ap b : “ 2 106. 1 106. 3 106. 2 
Norway .__. E ; 24.9 37.6 $3. 9 
Portugal ; : ; 17.8 20.8 22. 0 
Spain om wae < 13.6 30. 6 77.8 
a Kingdom........_.. : pict 5S" F : 614.7 505 5 527.9 
ugoslavia..___ pt 0 wy 114.5 66.9 63. 0 
Greece CTA: Ly 3) . 86.5 58.4 63.3 
Turkey ‘ Sg a i i is ea eee ee se. cats ? 58. 7 55. 5 109. 9 
Pogey: < ee See NE es ee 2, 463. 2 2, 603.8 3, 284. 55 








Source: From 1955 budget justifications—FOA. 
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5. TECHNICAL ASSISTANCE IN EUROPE, INCLUDING GREECE AND TI} RKEY 
[Millions of dollars] 
1953... ea aie ; 


We. ou. Sere eeece etc : ee 21 
1955... : 


Source: From 1955 Budget justifications—FOA. 


Mr. Wuirten. The Department is trying to dispose of these com. 
modities through this channel of Public Law 480. I think we should 
insert at this point in the record a copy of the President's Message on 
this subject. 

(The message is as follows:) 

To the Congress of the United States: 

I transmit herewith my first semiannual report on the activities carried on 
under Public Law 480, 83d Congress, as required by that law. 

Public Law 480 is an expression by Congress of its determination to deal with 
the abundance of our agricultural production in a constructive way. Despite the 
problems created by this abundance, we may be thankful we live in a land whieh 
is able to produce plentifully rather than one which suffers the affliction of food 
shortages. 

The enclosed report includes the dollar value of the foreign currency for whic 
commodities exported pursuant to section 102 (a) of the act have been sold 
as well as the estimated order of magnitude of the total country programs which 
have been generally agreed on but not fully negotiated, together with the cost to 
the Commodity Credit Corporation of such sales. The report also contains a 
summary of the policies and operating techniques evolved for the administratior 
of the act during the first 6 months of its existence. 

Dwicut D. EISENHOWER 
Tue Wuirte Hovss, 
January 10. 1955. 


tePoRT ON Activities UNpER PusBLiic Law 480 


INTRODUCTION 


The Agricultural Trade Development and Assistance Act (Public Law 480 
combines many different purposes. It affects many aspects of both our domesti 


and foreign economic policies. It directly involves participation by five depart- 
ments and agencies and affects the area of interest of several more. Public Lav 
480 is the result of long congressional consideration of many bills designed to con- 
tribute to the solution of our problem of agricultural surpluses through expansio! 
of the movement of such commodities abroad. It combines features of many bills 
providing for acceptance of foreign currencies in payment for surplus commodities 
and includes provisions of the Famine Relief Act of 1953. 

For these reasons I deem it desirable, before delineating activities under the act 
to review briefly its principal provisions and indicate its relationship to the total 
agricultural problem in the United States, our foreign economic policies, and ot! 
agricultural disposal programs of the Government 


PROVISIONS OF THE LAW 


The act declares it to be the policy of Congress “to expand international trade 
among the United States and friendly nations, to facilitate the convertibility o! 
currency, to promote the economic stability of American agriculture and the na- 
tional welfare, to make maximum efficient use of surplus agricultural commodities 
in furtherance of the foreign policy of the United States, and to stimulate and [a- 
cilitate the expansion of foreign trade in agricultural commodities produced in the 
United States by providing a means whereby surplus agricultural commodities 11 
excess of the usual marketings of such commodities may be sold through privat 
trade channels, and foreign currencies accepted in payment therefor.” It further 
declares it to be the policy of Congress to use foreign currency accruing under the 
act “to expand international trade, to encourage economic development, to pur 
chase strategic materials, to pay United States obligations abroad, to promote Cok 
lective strength, and to foster in other ways the foreign policy of the United States. 

Title I authorizes the President to enter into agreements with friendly nations 
providing for the sale of surplus commodities for foreign currencies. In negotiating 
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) agreements the President is required, among other things, to take reasonable 
precautions to safeguard usual marketings of the United States and to assure that 
les for foreign currencies will not unduly disrupt world prices, to take appro- 
priate steps to assure the use of private trade channels, and to give special con- 
sideration to the development and expansion of demand abroad for agricultural 
ommodities. 

The President is authorized to use, in agreement with the country concerned, 
foreign currencies accruing from sales for eight separate purposes, Foreign cur- 
rucies may be used for these purposes without regard to section 1415 of the 
Supplemental Appropriations Act of 1953,! except that section 1415 is required to 
be applied to the use of at least 10 percent of the total foreign currency proceeds 
of sales and to all use of currencies as grants for financing the purchase of goods 
or services for other countries, for promoting economic development and trade, 
for payment of United States obligations abroad. The President may, however, 
yaive the applicability of section 1415 in any case in which he finds that such 
applicability would be inappropriate or inconsistent with the purposes of the 

ritle II of the act authorizes the President to furnish, out of Commodity Credit 
(orporation stocks and on a grant basis, surplus agricultural commodities to 
friendly governments or peoples to assist in meeting famine or other urgent relief 
requirements or to “assist programs undertaken with friendly governments or 
through voluntary relief agencies.”’ 

Title II] amends and liberalizes the Agricultural Act of 1949 by providing 
additional authority to dispose for various purposes of commodities owned or 
ontrolled by the CCC. It authorizes the CCC to pay reprocessing, packaging, 
handling, and transportation charges on donated commodities up to time of 
lelivery to a designated agency or domestic distribution or to shipside in the 
ase of distribution abroad. Seetion 303, while containing no new legal authority, 
establishes a poliey of encouraging the barter of surplus commodities for strategic 
naterials or for goods required in the foreign assistance program or offshore con- 
struction. 

Appropriation.—Transactions over a 3-year period under title I are limited to 
an amount which would require an appropriation not to exceed $700 million to 
reimburse the CCC for its losses 2? in the commodities disposed of or for its cost of 
disposal. Costs of transfers under title II for the 3-year period are limited to 
$300 million, including the CCC investment in the commodities. No transactions 
inder either title may take place after June 30, 1957. 


EXECUTIVE ORDER 10560 


Executive Order 10560, September 9, 1954, delegates authority vested in the 
President for administration of Public Law 480. Primary responsibility for sales 
for foreign currency is assigned to the Secretary of Agriculture. All functions 
onferred on the President by title II of the act are delegated to the Director of 
the Foreign Operations Administration. 


INTERAGENCY COMMITTEE 


secause of the complexity of the act and the interdepartmental interest, it is 
imperative that the administration of the act be effectively coordinated. To 
this end I directed, by letter dated September 9, 1954, that there be established 
an Interagency Committee on Agricultural Surplus Disposal ‘‘to assist the agencies 
concerned in bringing into harmonious action, consistent with the overall policy 
objectives of this Government, the various agricultural disposal activities vested in 
them by, or assigned to them pursuant to, the act.’’ It was directed that the 
committee should be composed of a representative of the White House Office as 
lairman and one representative of each Government department or agency 
designated by the chairman. The chairman was made responsible for advising 
the President concerning policy issues. The committee now consists of the 
Uhairman, Mr. Clarence Francis, and senior officials of the Departments of 
\griculture, Commerce, Treasury, and State; the Foreign Operations Administra- 
tion; and the Bureau of the Budget. 


es 


‘ection 1415 provides that foreign currencies owned by the United States can be used only as authorized 
trough the appropriation process. In practice this generally means that appropriated funds must be used 
irchase such currencies from the Treasury when they are to be used. 
irs received through the purchase of foreign currencies by any agency of the United States for its use 
‘road reduce the CCC loss on sales for foreign currencies. However, currencies received from sales but 
e used by such agency without purchase are not an offset to the loss t» CCC of its investment in the 


modit 
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disposed of under the act. 








76 


STAFF COMMITTEE 


My letter of September 9 also stated that I expected the Secretary of Agriculture 
“‘to assure the effective coordination of day-to-day operations through appropriate 
interagency relationships.”” To this end, the Secretary of Agriculture has estah. 
lished a working committee under the chairmanship of the Administrator of the 
Foreign Agricultural Service of the Department of Agriculture and consisting 
in addition, of staff representatives from agencies on the Interagency Committee 
on Agricultural Surplus Disposal, and from the Department of Defense and the 
Office of Defense Mobilization. This staff committee, under policies established 
by the Interagency Committee on Agricultural Surplus Disposal, is responsible 
for consideration of specific proposals for sales or grants and for working out the 
detailed provisions of agreements, terms of sale, and the like. 


THE AGRICULTURAL PROBLEM 


The agricultural problem, as it exists today, is the result of several factors 
including the sharp expansion in agricultural capacity to meet the demands of 
war and the aftermath of war, continued rigid price support programs, the post- 
war recovery of foreign agricultural production, and the drastic reduction jy 
foreign takings of United States farm products in the last 3 years. 

In 1951, stimulated by the Korean outbreak, the value of our exports of farm 
products totaled $4 billion. By 1953, our exports had been reduced by some 30 
percent and only a slight improvement occurred in 1954. Stocks, especially of 
the principal export farm commodities, have rapidly accumulated in recent years. 
As of November 30, 1954, the investment of the CCC in price-supported com. 
modities amounted to $6.9 billion. $2.75 billion was in wheat and $1.39 in 
cotton, together representing 60 percent of the total. 


RELATIONSHIP TO FOREIGN ECONOMIC POLICY 


In Public Law 480 the Congress recognized the possibility of increasing United 
States marketings of agricultural commodities abroad and at the same time 
helping to further our foreign policy objectives. Titles II and III of the act, by 


providing for the relief of distress abroad, express the natural humanitarian 
response of the American people to the needs of others. 

It was recognized from the outset, however, that a careful administration of 
the act was essential in order to avoid serious harm to our own private export 
trade and to our relations with friendly countries. The economic strength and 
stability of many countries depend on their exports of the very commodities which 
are in surplus in the United States. If their sales in their usual markets were 
unduly disrupted by reason of our exports under the act, these countries might 
be forced to drastic price cutting, or find their economies so weakened as to prevent 
them from carrying their full share of our mutual defense burden. Should the 
operation of Public Law 480 lead to either of these potential results it would be 
contrary to our national interest. 


RELATIONSHIP TO NORMAL DOLLAR SALES 


Careful scrutiny of each country program developed under Public Law 48) 
is needed in order to assure that norma! dollar markets for United States agricul 
tural commodities are protected, and to safeguard against the substitution 0 
foreign-currency sales for sales which otherwise would be made for dollars. Suc 
substitution would result in a budgetary cost without contributing to the solution 
of the surplus problem. 


RELATIONSHIP TO OTHER AGRICULTURAL SURPLUS DISPOSAL PROGRAMS 


1. CCC Sales: January 1-November 30, 1954.—The Commodity Creat 
Corporation may, under the CCC Charter Act, sell price-support commodities 
for export without regard to price restrictions applicable to certain other types . 
sales. During the period January 1 through November 30, total dispositions 0 
CCC commodities acquired under price-support programs amounted to over 
$1.3 billion. Of this total nearly $900 million represented commercial sales of 
which approximately half were for export. Under Public Law 480, such be 
may now be supplemented by sales for foreign currencies. Commodities wi" 
be sold by CCC under Public Law 480 on the same price basis on which they at 
available for dollar transactions under other CCC export-sales programs. 

2. MSA Program.—Section 402 of the ‘Mutual Security Act of 1954 provides 
that not less than $350 million of MSA funds shall be used to finance the expo"! 
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and sale for foreign currencies of United States surplus agricultural commodities 

, products, in addition to commodities transferred under Public Law 480. 
This authority is used primarily to finance essential import requirements of 
ountries Which are not in a position to pay for such supplies. The foreign cur- 
rency proceeds from the sale of surplus commodities acquired by Mutual Security 
dollar funds are used for the purposes for which the dollar appropriation was 
guthorized 

3 Welfare agencies.—Section 416 of the Agricultural Act of 1949 authorizes 
ecC to make its commodities available to various public and private welfare 
agencies for the assistance of needy persons at home and abroad. Public Law 
49) expands this authority by allowing more latitude in the declaration of com- 
nodities available under the section and in the costs which may be paid by the 
Coyernment to pay certain program costs. Commodities are made available 
under these programs to eligible recipients free of charge. 

{, Urgent relief—In prior years Congress has, from time to time, enacted 
specific legislation to meet specific urgent need for food relief. Under Publie 
Law 480 the President is now in a position to meet these needs without the 
necessity of requesting Congress for specific legislation. 


POLICY FORMULATION 


In Public Law 480 the Congress wisely provided safeguards against undue dis- 
ruption of United States dollar sales or of sales by friendly countries. These 
provisions raised the question of the volume of sales that could be transacted in 
any given period without serious effects on the United States dollar trade or 
indue impairment of the traditional competitive position of friendly foreign 
ountries. 

Allowing for the fact that the value of commodities moved under title I may 
exceed $700 million by the dollar recoveries from the appropriations of other 
agencies, the authority of titles I and II permits moving into export channels 
more than $1 billion of commodities in a 3-year period. The act, allowing for 
such overage in title I, poses the problem of increasing, in a 3-year period, exports 
f surplus commodities by over 15 percent above the 1953 level without jeopar- 
lizing normal dollar sales or disrupting unduly the trade of friendly countries. 

Against this background a total program of $453 million was established for 
the first year of operation under title I. A program of this magnitude represents 
an increase of about 25 percent over the 1953 level of exports of like commodities, 


ADMINISTRATION OF TITLE I 


Area distribution of first year’s program (title I).—Listed below are the figures 
comprising the $453 million program for the first fiscal year, which represent 65 
percent of the funds authorized for a 3-year period. These figures represent the 
total investment of the CCC in the commodities to be shipped and the costs of the 
shipping to be financed under the program. Export market value of certain 
ommodities in the country programs is considerably less than the charge against 
the 3-year authorization. The breakdown of the funds by areas is as follows: 

In mil- 
lions of 
dollars 
Western Europe ivus be - 205. 5 
South America 44. 0 
Middle East (Turkey) ; wakte 30. 3 
Southeast Asia be 0 


Total ins hcl eee erga 5, oo) ee 


Negotiations are being conducted with individual countries within the ‘figures 
‘ited above. However, the individual country figures are not all being made 
public at this time since such information might prejudice the successful comple- 
tion of negotiations. Following is a brief summary of program activity to date 
vith the seope of the program indicated where feasible. 

Turkey: The first agreement under title I was signed with the Government of 
the Turkish Republic on November 16, 1954. This agreement provides for the 
sale of approximately 300,000 tons of bread grains and feed grains to Turkey. 
Payment will be made in Turkish liras, half of which will be used in meeting 
United States expenses in that country and the remainder, as loans, for furthering 
Turkish development. This sale will mitigate the need created by a severe drought 
that country which has resulted in inadequate supplies of wheat and feed grains 
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for Turkish domestic consumption. It is estimated that this program Will total 
about $30 million. _— 

Japan: On November 13, 1954, representatives of the Governments of the 
United States and Japan reached an understanding on a program of approximatel: 
$100 million, in terms of CCC investment under title I. The export market yajy. 
of the program will total approximately $85 million. The commodity breakdoy, 
of this program in terms of export market values is as follows: ; 


In millions 
of dollars 
Wheat _ _ - ; : i ee 22. ; 


Barley 
Rice _- 
Cotton 
Tobacco__ 


Subtotal 
Ocean transportation ____ 


Total~ ... 


The sale of these commodities to Japanese buyers for yen will be in addition ; 
usual Japanese commercial purchases of these items from the United States 
And the agreement specifically contemplates that Japan will complete its regular 
purchases of rice under agreements with Asian suppliers. The understanding 
described herein is subject to approval by the Japanese Diet before the formal 
agreement can be signed. 

Yugoslavia: An agreement was concluded during the past week for the sale of 
approximately 425,000 tons of wheat and 50,000 bales of cotton to Yugoslavia 
under title [. The amount of this program is estimated at approximately $60 
million. 

Pakistan: Negotiations are well advanced with the Government of Pakista: 
for a program totaling approximately $31 million under title I. The principa 
commodity included in this program is cotton. 

Programs for other countries: The programs described above total approxi- 
mately $220 million against the $700 million authorization. Additional programs 
are now in the process of negotiation with 13 additional countries which will bring 
the total to approximately $453 million. Details of these negotiations will be 
announced as soon as firm understandings have been reached with the foreig: 
governments concerned. 

Commodity distribution of first year program.—The development of programs 
has not yet progressed to the point where it is possible to make an accurate esti- 
mate of the ultimate commodity composition of the first year’s programs. How- 
ever, based on experience to date it is possible to make the following projections 
on a tentative basis: 


Grains__.__._- 
Cotton 

Tobacco 

Other commodities 
Ocean transportation 


These percentages are based on the e i 
it is believed will be included in the first-year program. This basis of valuatio! 
is used instead of Commodity Credit Corporation costs since the purchase author- 
izations to foreign governments will be issued on that basis. 

Use of local currencies.—As previously indicated, foreign currencies accrulls 
from sales under title I may be used for a variety of purposes. In negotiating 
agreements with foreign countries an attempt is made to obtain a significat 
portion of such currencies for general United States uses. In each case provisie! 
is being made for use of some of the currency for helping develop new markets [or 
United States agricultural products. It is anticipated that all agreements ©! 
provide for the use, subject to section 1415 of the Supplemental Appropriato! 
Act of 1953, of at least 10 percent of the foreign currencies for payment ol United 
States obligations abroad. Experience to date, however, indicates that in order 
to consummate sales in significant volume it is necessary for a considerable portic! 
of the sales proceeds to be made available for financing economic developme!' : 
the purchasing country. Under present policy, funds for this purpose are ™a\ 
available on a loan rather than on a grant basis. 

As an example of the use to which the local currencies generated by the varie’ 
country agreements are put pursuant to the act, there appears below the Dress 
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ill tot; vn for the Japanese program. This program may be considered typical except 
at it contains no provision for purchase of strategic materials, which is expected 
Of the » be a part of most agreements. 
imately 
t Value Use of local currency (in yen equivalent of millions of dollars) 
ikdow) 
104 (a) Develop new markets : 
lions « 104 (ec) Procure military equipment, etc ; 
lars ec. 104 ( Finance purchases for other friendly countries 


104 (f) Pay United States obligations abroad 
104 Loans for economic development 
104 International educational exchange 


Total 

Reimbursable in dollars from the Defense Department. 

Loan policy under Public Law 480.—As may be seen from the above schedule, 
ans for economic development tend to be a proportionately large part of country 
programs. 
The negotiations and conclusions of loan agreements under the act are a function 
assigned by Executive order to the Director of the Foreign Operations Adminis- 
tration. It was agreed at the outset by the National Advisory Council on Inter- 
ational Monetary and Financial Problems that loans under Public Law 480 
should be on substantially the same terms and conditions as loans made by the 
FOA under section 505, Public Law 665, 83d Congress. 


sale of Exchange rate problems.—In countries having multiple rate systems, the rates of 
slavia change between their currencies and the dollar may differ with the purpose for 
y $60 vhich they are to be used. In such cases the rate at which the purchase price of 

the commodities will be paid in foreign currency must be negotiated to assure a 
kistal rate adequate for the purposes of the United States, and at the same time conform 


ncipa to the pattern of exchange rates of the country concerned. Even where there is 
asingle rate of exchange the possibility of loss exists through the depreciation of 
Droxi- the value of the foreign currency prior to its use. 

Similar problems arise when loans repayable in foreign currency are made. It 
s expected, however, substantially to avoid loss by denominating the loans in 
lollars. 

It is difficult to reach agreement in all cases with the foreign countries con- 
erned and obtain guarantees which would protect the United States against all 
onceivable loss. However, arrangements are sought which are as favorable to 
the United States as possible and at the same time permit the purposes of the act 
to be furthered. 

TITLE Il COMMITMENTS 


Title II programs already authorized or under active consideration to the end 
f December 1954, approximate $125 million. It is estimated that an additional! 
ommitment of $25 million will be required by June 30 

Shipments already authorized total $68 million including $52 million in grain, 
‘10 million in fats, $6 million miscellaneous. The $68 million of shipments made 


under way is composed as follows: 


In millions 
of dollars 
Yugoslavia a eee ‘ f . - . : 32. ( 
Bolivia pas. sep be 14% ate - ---- ie ‘ L. 
Vhristmas food packages (45 countries) - ‘ ; 1G. 
Pakistan Z ‘ oe -- : : . | 
Libva ney 2+ 155 . 3. 
Haiti pins | bitin Pre 3 xZe . 1. { 
Nepal. E 
Dar ube flood: 
Austria ys 
Czechoslovakia : 
Germany (Fed. Rep.) - 
Germany (Sov. Occ.) __ 
Hungary 
Yugoslavia 
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TITLE III 


Section 301.—Since other authorities have been broad enough to cover disaster 
there has been no occasion to date requiring the use of this section. Me 

Section 302, Domestic donations.—During the current fiscal year, this authori, 
has been used for donations to school lunch programs serving 10 million childres, 
about 1.2 million persons in charitable institutions and 1.6 million needy persons 
The following table shows the estimated quantities distributed under this gy, 
thority. 


Estimated quantities of surplus foods donated to domestic recipients under Pybjic 
Law 480, July 1 to Dec. 31, 1954 


{Millions of pounds] 





ae Mate School | Charitable Needy 
Commodity Total lunches institutions persons 


RN tos ebakheedaW uh skheeisenan sawed 40.8 19.6 8.6 12. 
Cheese. ----- . a a ae tak oie ae 31.6 15.4 6.9 | 43 
Dee GT MOE si ois ie wi di eR ES 23.9 10.5 5.2 R2 











Section 302, Foreign Donations.—Since Public Law 480 amendments to section 
416 necessitated a number of new operations and procedures, this program is not 
expected to reach its full operation until the third quarter of this fiscal year. 
There is every indication, however, that there will be greater total use in meeting 
hunger and need abroad this year than last. 

The table below shows the quantities approved for foreign donation for fiscal 
1954 and orders approved from July 1 to December 31, 1954. These figures are 
for United States private welfare agencies and United Nations International 
Childrens Emergency Fund orders for 26.5 million pounds of dried milk for Korea, 
To date this fiscal year the Department of Agriculture has approved orders from 
16 agencies for distribution to 41 foreign countries. 


Quantities approved for donation to United States private welfare agencies for distribu- | 
tion to the foreign needy 


[Millions of pounds] 


Under Sec. 416 | Under See. 302, 
of the Agricul- | Public Law 48 





Commodity tural Act of | fiscal year 1955 

1049 fiscal year | through De 

1954 | 81, 1954 
Nonfat dried milk--_---_-- Re A aot Bini uewehs eee 92.7 | 109. 
ee ae : eodbin aids de Soka RACE 3s Fwddadndd 60.2 | al. 
I eh ee ic cel be cclon as. dacsbl lesen ce ces i aceds dumeonne 31.0 wd 
a ee Boe ee nee ot ».0 
Shortening-__._...-- epee erie peda ctake ek Ci SPEL ALU 0 | 13.4 


BARTER 


Section 303 of Public Law 480 authorizes CCC to barter its commodities for 
(a) strategic materials entailing less risk of loss through deterioration or substan- 
tially less storage charges, or (b) materials, goods, or equipment required in con- 
nection with foreign economic and military aid and assistance programs, or \¢ 
materials or equipment required for offshore construction. All barter operations 
are conducted through private United States trade. Materials are accepted al 
prices not in excess of fair market value. From its own inventories CCC arranges 
to release against the barter contracts an equivalent value in agricultural commod 
ities based on export market prices for sale in friendly nations. 


BARTER RESULTS 


Prior to Public Law 480, the Department of Agriculture generally limited !! 
barter activities under the CCC Charter Act, as amended, to those materi® 
which could be immediately transferred to the stockpile or to other agencies WI" 
full reimbursement to CCC. Under this policy from the inception of the barter 
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gram in mid-1949 until July 1, 1954, about $110 million in surplus agricultural 
gommodities were exported under the program. 

Following the enactment of Public Law 480 and under agreement with the 
(fice of Defense Mobilization that it would request appropriations for its long- 
erm stockpile goals, the CCC broadened its policies. The CCC is now accepting 
arategic materials for its own account within such goals. in contemplation of 
transfer at an appropriate time to the national stockpile. As a result of the 
hroadened program, barter activity has increased about 100 percent. For the 
yst 6 months barter activities were about $93 million, a figure almost equal to 
ital activity during the previous 5 years. 

Mr. WuitrEN. You have to run the gauntlet of State Depart- 
ment, Commerce, Treasury, Budget, under this channel. And, 
under the law, if you do sell commodities for foreign currency only 
\0 percent is supposed to go through the appropriation process of 
the United States and even that 10 percent can be waived. That is 
true, is it not? 

rt e . . 

Mr. Morss. That is what the law provided. That is what 
Congress enacted. 

Mr. Wurrren. And that is a channel you are trying to use to get 
rid of these commodities? 

Mr. Morse. Some of them; yes, sir. 


SALES OF COMMODITIES FOR EXPORT ON COMPETITIVE BASIS 


Mr. Wuirten. Now I will point out to you, Mr. Morse, that the 
charter of the Commodity Credit Corporation provides for the sale 
of these commodities on a competitive basis for export at any price 
you please. Why do you try to do it the hard way through Public 
Law 480, instead of under the authority of the corporation to sell its 
commodities on a competitive basis for export? 

Mr. Morse. The disposals under 480, as the law provides, are in 
anticipation that they will be without disturbance of normal channels 
of trade, and in anticipation that they will be over and above normal 
sales, 

We have been undertaking, of course, to sell, and to sell in a way 
that will not depress the world markets in which the United States 
has a very great stake. 

Our economy is tied to the world economy. ‘To dump in a way that 
will depress the world markets in these agricultural products in the 
long run might be very disastrous to the interests of the United States. 

Mr. Wurrren. In other words, you subscribe under present condi- 
gions to our holding these commodities and trying to channel them out 
under the principles laid down under Public Law 480, even though 
the Commodity Credit Corporation is authorized to sell them com- 
petitively? 

Mr, Mors. No, sir; I do not. 

Mr. Wurrren. Have you announced the sale of any Commodity 
Credit Corporation stocks to American exporters for export on a 
competitive-bid basis? 

Mr. Morss. Yes, sir. 

Mr. Wurrren. You announced them on a competitive-bid basis 
to American exporters? 

Mr. Bercer. Yes, sir. 

oi Wuitrren. What commodities are those and what sales were 
made? 

Mr. Bercer. Cottonseed oil, linseed oil, flaxseed, and——— 
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Mr. Wuirren. | would like you to list the commodities where vy, 
made no such offer for sale. 

Mr. Bercer. We are selling wheat on a world-market basis, | 
think we are also offering oats and barley. 

Mr. Wuirren. Mr. Morse testified before this committee last veg; 
and I tried to make this same point. I will put in the record the 
pages where this appears. 

(The pages referred to above are as follows:) 

Pages 15 through 30 of hearings on cancellation of Commodity Credit Corpora. 
tion notes, January 25, 1954. 

Mr. Wuirren. The policy last year was to try to sell at a prevailing 
price. In other words, we analyze the world market, arrive at a pre- 
vailing price, and let our competitors under sell us, and then they 
came back to us as a residual supplier. We took up the slack. Tha; 
was testified to in connection with this same Corporation last year 
Mr. Morse. 

Since that date, for those few commodities that you have men- 
tioned, you have started to move them. I want a list where you have 
made no such effort to move them under the law whereby you can sell 
competitively. 

Mr. Bercer. Butter was recently released. We can offer butter 
on a competitive world market basis. 

Mr. Wuirren. You say it was released. From whom did vou get 
it released? 

Mr. Bererr. The committee. 

Mr. Wuitrren. What committee? 

Mr. Bercer. The one you were talking about. 

Mr. Wuirren. You mean that the State Department let up a little 
on butter. 

In Europe I met with most of our ambassadors, military, and for- 
eign aid people, and our agricultural people. I spent the month of 
October there. And the thing that is hard to understand is that we 
have all this butter which we are not selling domestically. We like 
salt in it and put salt init. The rest of the world doesn’t, so we cannot 
sell butter in foreign markets, because they don’t like salt. But we 
continue to put salt in it even though we know we will not sell it for 
export. What effort has been made to keep salt out of butter so we 
can sell it overseas? 

Mr. Bercer. We have been willing to sell unsalted butter, haven't 
we, Mr. Richards? | 

Mr. Ricuarps. In our export announcements, such as we have had, 
and it had been at a fixed price, we have provided it doesn’t have to be 
the identical butter, so that anybody who wanted to export butter 
without salt could go out in the trade and buy it and make an exchange 
for our butter. 

Mr. Wuirren. But vou still base your support on salty butter? 

Mr. Ricuarps. That is right. We are also faced with the problem 
that salt helps keep it better. 

Mr. Wurrren. The man I was quoting was a United States Depart- 
ment of Agriculture man, so I imagine he knew what he was talking 
about. 

Mr. Ricuarps. Well, that is true, but at the same time in ou! 
price-support program we try to operate to take the normal suppl 
that people are producing for the commercial market. Maybe tha! 
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.yrong, but we try to fit our operations into regular trade operations, 
and of course the trade operation in this country is to produce a salted 


nutter. 

There is another problem. The butter in this country according 
» food and drug standards is 80 percent fat. Some of the butter 
yarketed in Europe is 82 percent fat. 

That again is a trade practice throughout the country and we tend 
« follow that. 

But we have also provided that if somebody wants to export butter 
vith a higher fat content we also will trade our butter for that. | 
think it is perfectly possible, if our price is right, which I will agree 
) to now hasn’t been for the mechanics of either exporting unsalted 
butter or higher fat content butter to be worked out very readily. 

\r. Warrren. In other words, we have been holding our butter 
above the world price and we knew we wouldn’t sell at that figure? 

Mr. RicHArDs. Price was a problem, Mr. Whitten. 

Mr. Wuirren. I want to point out again that the Commodity 
(redit Corporation has authority to sell it at any price to move it in 
vorld trade. 

\Ir. RicHArps. That authority exists; yes. 

\ir. Worrren. That is right. And we have not done it because of 
the attitude of the State Department, and those engaged in foreign 
id, The same people identified with this Committee through which 
you are trying to channel these commodities into more foreign aid. 
That is what it amounts to. 

\Ir. Morse. Mr Chairman, the cumulative total, January 1, 1954, 
through November, of CCC commercial sales for export, amounts to 
452,867,215. There have been sizable export sales. 

Mr. Wuirren. We have sold that much, haven’t we? 

Mr. Morsn. Yes, sir. 

Mr. Wurrren. Commercially? 

Mr. Morse. Yes. 

Mr. Wuirren. How many items are there which we have offered 
ior sale on a competitive bid basis? How many commodities are 
ncluded in that category since you were here last year? 

Mr. Morsz. Mr. Berger gave you some of them. We continue to 
«ll wheat under the International Wheat Agreement and competi- 
tively outside the Wheat Agreement. 

Mr. Wurrren. That is a relatively small number of commodities 
is compared with the total, and I would like to have percentages in 
ihe record. The ones where you have made such efforts to sell are a 
atively small percentage of the total volume of commodities which 
ou have, are they not? 

Mr. Ricuarps. Mr. Whitten, it seems to me that dairy products is 
ihe principal one which we have not sold that way. We sold cotton- 
ved oil, linseed oil, grain sorghums, barley, oats, and so on. It is 
ue it has been a recent development, but we have sold a considerable 
lumber of commodities on a competitive bid basis and I think dairy 
oducts is the one we have not done that and it is the one where it 
ght possibly work. 
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REDUCTION IN COTTON ACREAGES 


Mr. Wuirten. I want those listed and I want you people to cone 
back tomorrow so I can question you about it. I come from a cotton 
area. I had a report from one county where you have reduced cotton 
acreages. One of my counties has a total of 7 farmers which hays 
been cut more than 50 percent. 

These 7 farmers have approximately 100, largely Negro, families 
who will have no homes and will be out of work, as a result, In tho 
hill area of that county there are a lot of farmers who have only 5 
acres of cotton. One man was cut to 1% acre, and a bale of cotton 
brings at most $175. The whole system of the Commodity Credit 
Corporation has been an attempt to cut back production. 

Mr. Morser, That is within the provisions of the law. 

Mr. Wuirren. That is right. We are trying to get into the ques- 
tion of soundness of the law. 

Mr. Morse. We testified repeatedly as to the problems created by 
cutting back production to maintain a 90 percent support price and 
raised ¢ questions as to whether that was good for a community—for the 
workers in a community, the farmers in a community, and so forth, 
We testified to that repeatedly before the Congress. 

Mr. Wuirren. You made that cutback; and I would like at this 
point in the record to show some effects of ‘that cutback as evidenced 
by letters I am receiving. 

(The material is as follows:) 


CONDENSATION ON CoTTON ACREAGE LETTERS 


J. P. Sansing, Newton Bonded Warehouse, Newton, Miss., January 6, 1955 
Small farmers in this area getting cotton acreage of 1.2 acres and 0.7 acres— 
banks cannot afford to lend money on such small acreage. 

Mrs. Sam F. Williamson, 201 Margin St., Grenada, Miss., January 6, 1955.— 
Pioneer settlers now owning farm of 600 acres, with 6 Negro families. Acreage 
allotment only 30.7 acres. Oxford Production Credit: Association always handled 
financing, and always repaid promptly, will no longer make loan, without first 
mortgage on land, equipment, etc. 

Ross R. Barnett, Jackson, Miss., January 3, 1955.—New provision regarding 
5-acre minimum makes it impossible for thousands of families to continue far 
Depressed prices in crops and livestock closes door to changing to other enterprises. 

Jack A. Warren, Jr., Magee Cooperative AAL, Magee, Miss., January 3, 19», 
(enclosing copy of letter from Simpson County Coordinating Council). —Many 
farms with allotment of less than 5 acres for cotton. Present situation in this 
locality will drive hundreds of small farmers, both landowners and tenants, from 
farm and ranks of unemployed will increase. 

A. C. Black, Slate Springs, December 29, 1954.—Reduced to 100 acres in om 
for 1955 find allotment only 80 acres No place for tenants to go, but don't se 
how can work situation out. ; 

L. I. Bell, 102 West Columbia Avenue, Champaign, Ill.—Moved from Duck 
Hill, Miss., to look for work because acreage cut from 3.9 to 2.3. 

R. E. Marchetti, chairman, County Committee ASC, Hazlehurst, Miss., Decem' 
11, 1954.—Unless Congress can amend the law, giving us more cotton acreage 
I feel certain condition of the small, or one- mule farmer is hopeless. tag 
reduced from 13,000 acres in 1954 to 9,300 acres for 1955. No remedy by thi 
committee possible. ei 

B. C. McCachren, Enid, Miss., December 21, 1954.—Cut from 56 acres " aa 
to 31.1 in 1954, and25. 9for1955. Three families ¢ to support; can’t possibly li 
on this. 

Harry Turpin, Taylor, Miss., December 23, 1954.—Owns 184 acres of land “ 
for by 12 years of sweat and muscle. Allotted 5.8 acres of cotton. Can't possi!) 
live on this. o Ate 

R. H. French, Galashiels Plantation, Denmark, Tenn., Dece ember 28, 1994 
Acreage this year cut from 240 acres to 117, necessitating release of 5 families 
most of whom are now on relief or substandard existence. 
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Urs. Annie B. Burke, Route 2, Box 11, Hickory Flat, Miss., December 28. 1954. 
Cyt from 5 acres to 3. 
~ Messrs. L. M. and Jas. C. Webb, Route 1, Courtland, Miss., December 28, 1954. 
Reduced acreage causes great hardship. 

Joe Schneider, Winona, Miss., December 18, 1954.—Spent a great deal of money 
improving farm in past few years, now acreage allotment will not take care of 


ypxeep 

). L. Rice, Oakland, Miss., December 31, 1954.—Hope Congress can provide 

for more acreage—small farmers hurt bad. 
Mrs. L. B. O'Neal, 1311 Fourth Avenue, Jackson, Miss., December 15, 1954.— 
Have family of 17 on 165-acre place in Madison County. Last year we had 14.13 
yeres for cotton but due to drought made only 6 bales. This year allotted only 
»96acres. Familv on starvation. 

Vr. Man'ey Wo fe, Ti'letoba, Miss., December 20, 1954.—Owns 70-acre farm of 
45 cultivatable acres. Allotted 7.8 acres for 1955—reduced from 15 acres last 
ear. My only means of making a living and cannot live on this. Owns FHA 
ise on Which $250 is owed. Cannot keep up payments on this acreage allot- 


nt 


Harry Parker, Hotel Barwin, Grenada, Miss., December 15, 1954.—Farm had 9 
families and 4 day hands in 1954. Due to reduction in acreage will be able to 
se only 4 families and 2 day hands this year. Small farmers are in terrible shape. 

Robbie Williams, Thyatira, Miss., December 6, 1954.—Bought 120 acres of land 
for $8,000, having 12% acres. Cut to 8.6 acres. Can’t make my payments and 


Ve, 

Vrs. Ruby M. Hicks, Route 2, Vaiden, Miss., December 11, 1954.—Can’t live 
n this acreage allotment. 

Vills Barbee, Hernando, Miss., December 9, 1954.—Have 42 acres only to provide 
for 6 tenants with big families. 

Rk. R. Van Cleave, Route 3, Vaiden, Miss., November 18, 1954.—I am 60 years old. 
Because of drought can’t live on my cows. Must have adequate cotton acreage 
allotment. 

L. W. Marwell, Pope, Miss., November 23, 1954.—Eight people to make a living 
18.4 acres of cotton. Just can’t do it. 

(. E. Wingo, Cotton Plant, Miss., October 19, 1954.—Allotted on 3 acres. Owe 
82.800. Can’t possibly pay it off with this small acreage. No wonder all the 
young people are leaving the farms—too much of a struggle. 

Mrs. Amy L. Williams, Star Route, Senatobia, Miss., November 9, 1954.—-I am a 
widow; had to buy my stepchildren’s interest in farm in 1952 in order to have place 
to live, still owe on it. Am barely making ends meet now on 27.2 acres this year 
and don’t think I can make it if acres cut still more. 

C. A. Slaughter, Route 1, Enid, Miss., November 15, 1954.—We have 60 acres in 
cultivation on this place, working from 15 to 17 acres of cotton each year. They 
cut us to 10 acres. There are two families and it isn’t enough for us to be able 
to make it. 

Ellis E. Randle, County Agent, Hazlehurst, December 9, 1954.—We have 1,199 
farmers whose cotton allotment is less than 5 acres. These farmers are in bad 
ape, 

R. M. Dakin, Cleveland, Miss., December 15, 1954.—We had 26 sharecroppers 
this year. Will be forced to let majority of them go, including manager with wife 
and 5 children, who has been with us for 15 years and completely satisfactory work. 
Ako had to let rice man go, who has wife and 12 children. 

_C. M. Allen, Dundee, Miss., December 18, 1954.—Allotment of 771 acres in 
04 cut to 612 for 1955. Have had three droughts in a row and are barely out 
of the red. In 1953 produced 1,190 bales against 777 for 1954. 

Julian Nelson, Route 1, Taylorsville, Miss., December 17, 1954.—Farming is 
ny only source of income. I am 60 years of age, not able to do the labor myself 
but have a Negro family of eight who work for me. I have 58 acres in cultivation, 
and base cotton acreage is 28 acres. This year they gave me 18 acres and now 
they have cut me to 11.8 for 1955. What can I do? 

_ Miss Josephine Goodwin, Route 2, Sarah, Miss., November 15, 1954.—I have 
teen living on my 173-acre farm for about 12 years. I was allowed to plant only 
‘acres of cotton this year, and can’t get by on that. : 

. W. A. Billups, Holcomb, Miss., November 15, 1954.—I was allowed 37% acres 
“r cotton. How does Mr. Benson expect me to keep my farm up, educate my 
tuldren, furnish money for three large families of Negroes and not lose my farm? 
‘on I will have to decide whether to put one of these families in the road. Please 
ip me get relief, 
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Ralph Redditt, Sidon, Miss., January 7, 1955.—Deplorable cotton acreage «i; 
tion in Carroll County. Six to seven hundred farmers in county planted 5 acres a 
year and will have frcm 1 to 4 acres this year. Have talked to two banker 
Carrollton and they say will be very difficult to finance these farmers, Aj 
bankers in Greenwood confirm this. The proposed 1955 cotton allotmen; yy 
work a great hardship on the majority of our people. I can’t believe the eorinp 
program is designed to bankrupt a county or area. 

W. H. Robinson, 205 North 26th Avenue, Hattiesburg, Miss., January ?. 193; — 
We need a m'n'm m on this acreage, even if only 3 acres. Present crops oj : 
acres could virtually be eliminated otherwise. 

Stanton A. Pepper, Route 1, Blytheville, Ark., January 7, 1955.—Roads are {yj 
of croppers and renters who don’t know where to go or what to do. Please yo: 
us more cotton acreage. r 

Mr. Wuirren. I would also like to insert a resolution adopted »- 
cently by the Delta Cotton Council. 


(The resolution is as follows:) 


Reso.tvutTion Apoprep BY De.tta CounciLt, NOVEMBER 18, 1954, on Forpy 
TRADE 


We urge that our foreign trade policy, tariff, and import regulations be thor 
oughly overhauled and geared to our present-day economy. We recommend the 
adoption by our Government of positive, announced export targets for agricultural 
commodities in keeping with United States agricultural resources and the si 
the world market. For cotton, this goal should be 5 to 5% million bales annually. 
Export goals for agricultural commodities should be established so as to be r 
nized around the world and should be supported in such a manner as to place 
United States commodities on a competitive basis in foreign markets. 


OFFERING OF COTTON STOCKS FOR EXPORT 


Mr. Wurrren. I checked with the Department this morning, and 
the Department has no program of selling cotton competitively from 
the Commodity Credit Corporation’s stocks. The information I re- 
ceived from the Department itself is that the only program you have 
is to run the gantlet of this committee in which Treasury, Stat 
and everybody else has to approve it before you can sell it. I am talk- 
ing about the Commodity Credit Corporation stocks which you 
counted in determining the reduction in cotton acreage. That was 
the statement of the Department this morning. 

Mr. Ricwarps. We have not offered cotton from Commodity Credit 
Corporstion stocks for export. 

Mr. Wuirren. How long has it been since you have offered cotton 
from Commodity Credit Corporation stocks for export? Is it not a 
fact that you have no such program to move cotton in Commodity 
Credit Corporation stocks on a competitive bid basis into world trade’ 

Mr. Ricuarps. Exports are being made of cotton all along, so that 
our cotton is moving. It is moving through private hands and tot 
that reason has not been sold out of Commodity Credit Corporatio 
stocks. 

Mr. Wurrren. Did you offer any last year or have you offered any 
this year from Commoaity Credit Corporation stocks in world trad 

Mr. Brrcer. The cotton people recommend that we not do that 

Mr. Wuirren. I do not mean to go around them. Have ‘0! 
offered any Commodity Credit Corporation stocks to American expol 
ers On & competitive basis? Commodity Credit Corporation stocks 
are not available to American exporters on a competitive basis 
that they can compete with this million-bale production that we hav’ 
been instrumental in building up in foreign countries. 
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\r. Ricuarps. A large part of the cotton trade has not wanted us 
«0 offer stocks for sale at all. 
Mr. WuitreN. What it means, then, is that you are setting the 

































Alsor world price for cotton at the prevailing price in the United States? 
a Mr. Ricuarps. Yes, sir. 
Mr. WHITTEN. And it means you are inviting an increase in pro- 
955,— juction in India where they have 30 cents a di ay labor. 
8 of 3 \r. Bercer. Yes. 
: \Mr. WaitreN. Your program helps bring about what I saw in 
aaa Italy, namely, Pakistan and Russian cotton. It helps cause some big 
: American producers to go to Mexico and Peru to produce cotton. 
di Is the Department going to continue to hold this big supply back by 
itting these farmers that have 5 acres or less of cotton? Are you 
voing to continue that policy? 
Mr. Morse. Are you suggesting that we move into the world 
RI market? 
Mr. Warren. I am suggesting that of necessity we are going to 
tk have to recapture our world markets; and the De ‘_partment ‘of Agri- 
d the culture has done precious little to do it. 
ral Mr. Morse. I am interested in that viewpoint very much, that | 
you suggest we move into the world markets. 
: Mr. Wurrren. We have built up these reserves and are going to 
have to gradually move back in for the good of all concerned. I would 
suggest that certainly beginning July 1—and the only reason I am 
suggesting we begin then is that I do not know what is involved in 
the present market operations, and I do not want to hurt anybody 
é. but I would suggest an announcement that beginning July 1 at least 
es 100,000 bales of cotton will be sold each week to American exporters. | 
-” Mr. Bercer. Would you include linters? | 
od Mr. Bercer. Would you include linters’ 
a Mr. Wuirren. | have not studied that as much. But having gone 
a through Europe, where you can see countries buying agricultural 
alk. commodities from all over the world because of our shortsighted 
en policy, I feel it is time we move American agricultural products back ) 
hs into world trade on a competitive basis. 
Mr. Morse. During the July-September quarter our cotton 
: exports were 644,000 ‘bales, which is an increase of 21 percent over 
the preceding year. You suggest that we move in with these Com- 
re modity Credit Cc orporation stocks when the traders are selling cotton? 
i \ Mr. Wurrren. I would suggest that you announce now that at 
+ the beginning of the new crop year you will move it. You are trying 
de? to cure the problem by cutting back the cotton acreage. 
hat Mr. Morsz. We would be very happy to explore that suggestion. 
ton Mr. RicHarps. The entire cotton industry recommended last 
m summer to the Secretary that no export subsidy be paid on cotton. 
Mr. Warrren. Where did you get any idea you would have to 
wi pay a subsidy? 
1, Mr. Ricnarps. Selling it at a reduced price. 
ft Mr. Wurrren. You have had authority from the start to sell these 
al stocks competitively in world trade channels, and the State Depart- 





ment would not let you. That is the fact about it. Do you not 
agree that you had the authority to sell it? 

Mr. Morse. Yes. 

Mr. Wurrren. Do not your records show that where you offered 
to sell some on a competitive basis you sold over $400 million worth? 
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Mr. Ricuarps. A large segment of the industry would be Opposed 
to that. 

Mr. Wuirren. Are you interested in the viewpoint of the ma 
who is being put out of production? ” 

Mr. Ricuarps. I do not know if the co-ops represent him, but 4 
least. the co-ops have that feeling too. 

Mr. AnpersEN. Mr. Chairman, I would like to ask a question a 
this point. 

Mr. Warirren. Mr. Andersen. 

Mr. AnprrsEN.: Does the cotton industry committee include pro- 
ducers in that committee in a sufficient degree? 

Mr. Ricuarps. 1 want to modify that to say a large seement of 
the representatives of various organizations in the cotton busines 

Mr. AnpeRSEN. After it leaves the small producer’s hands; js tha; 
what you have reference to? 

Mr. Ricuarps. I do not say the cotton cooperatives represent the 
producers, but I would presume they do, and they were in the group, 


REDUCTION IN COTTON ACREAGES 


Mr. Wuirven. I would like the record to show how much reduction 
you have made in acreage this year from last year and last year from 
the preceding year. 

(The material requested is as follows:) 


Commodity Stabilization Service—Comparizon of 1954 and 1955 national acreage 
allotments established under acreage allotment and marketing quota program: 


Planted 
acre 


1954 


1954 | 1955 Increase (+ 
national | national or 
acreage | acreage decrease (—), 

allotment | allotment percent 


Tobacco: | 
Flue-cured ‘ | 1, 053, 135 | 1, 009, 000 
Burley ae aac gaa 399, 463 | 362, 000 
ened. -keeS al 55, 847 50, 500 
Dark air-cured | 23, 248 20, 950 
Virginia sun-cured eh aero eee 6,111 | 5, 750 
Cigar-filler and binder_._..-............---_] 46, 877 47, 700 
Peanuts wee i teas ta ahaa Keech eet 1, 610, 000 1, 610, 000 
WRN. ..kadue LAD Lh odswavetasebhocedsned 62, 000, 000 55, 000, 000 
Cotton: 
Upland ___.-- iaa ovimgeameindbtere >on 21, 379, 358 18, 113, 208 
Extra long staple- Rigta <b bb deuckee 41, 261 46, 154 
ee alata aetna ..-| 46,995, 504 | 
Peet bile ade Ade chins Seth VA bdo bhecbsbde~oul 1, 859, 099 | 





1 Estimated harvested acreage. 

? Acreage in cultivation, July 1. 

3 Not yet announced. ; ; 

‘ Data now being compiled—will be available at time acreage allotments on 1955 crop of corn are 
announced (not later than Feb. 1, 1955). 

§ None in effect. 


Mr. Wuirren. Now I will burden the committee by reading from 
a letter from a cotton company in Memphis, Tenn. I will not met- 
tion the name. I spoke to the agricultural group in the midsouth 
area and this letter followed. It is addressed to Mr. William 4. 
Crabill, president of the Delta Council. It reads: 

I understand that the Delta Council is deeply interested in increasing expor's 
of cotton. With the thought that some views from the trade might be interest 


ing to you, I enclose copy of letter which I wrote to the Honorable Jamie | 
Whitten a week ago. 
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My principal reason for writing to you is to explain why, from the standpoint 

“she whole southern economy, I believe that the Whitten plan of selling a fixed 
»antity of cotton to the highest bidder each week will be much more effective 
winning back our exports and discouraging the present trend of increased 
reign production of cotton. 

let us assume an export subsidy of 4 cents per pound. At first, the increased 

ign demand would indicete that next year’s crop of say 1144 million bales would 
ot be enough to go around and prices would immediately rise 2 cents. This 

t rise in price would immediately nullify one-half of our export subsidy. 

oy the foreign producer, as he must do because he cannot carry his cotton as we 

rv ours, Will sell his cotton for 25 points under our effective 2-cent subsidy. 

The trouble with a fixed-price loan over here, or a fixed-price loan less a subsidy, 

that the foreign producer must sell his cotton and will always hold his price 
bet g little under our price until he has sold. 

Under the Whitten plan, protected by the loan, the producer will get 1 cent per 
pound over the loan, but the weekly sales of a total of 5 million bales will vary from 
week to week and the foreigner, not having an umbrella to protect him, will be dis- 
ouraged from gradually bringing this country to a domestic cotton economy. 

The foreign producers really don’t fear an export subsidy for the reasons men- 
ined above. I believe the Whitten plan will do the trick and then after 2 or 3 
years, the cotton producing ccuntries may get together and agree that our share 
af the world cotton market is 5 million bales and then the dogfight will come 
to an end 


Mr. Morse. What he is suggesting is an export subsidy plan. That 
is, in essence, what he is suggesting. 

Mr. Wurrren. No, it is a differential. It is a recognition that 
American support prices are to offset American costs. 

Mr. Morsr. Whether you call it a differential or a subsidy, the 
dollar-and-cents effect is the same. 

Mr. Wurrren. The one who wants to smear it calls it a subsidy 
and the one who favors it does not call it a subsidy. Do you know of 
ay country in the world with something it does not need which will 
not sell it? We are the only nation in the world which has things that 
we do not need and will not sell them. 

Mr. Morss. I cannot stress too strongly the fact that we have made 
what to us seems like very encouraging progress, and to do this job 
most constructively we think we should have the cooperation and 
work with the State Department, the Treasury Department, and so 
forth, in these monetary exchange problems and convertibility. 

Mr. Wurrren. It makes we think we should have somebody else to 
look after agriculture, then. 

Mr. Morse. We feel we have come quite a way and that we are 
ane substantial progress. I am not saying we have gone as far as 
we should. 


VALUE OF COMMODITIES NOT OFFERED FOR SALE ON COMPETITIVE 
BASIS 


Mr. Wurrren. What is the value of the commodities which you 
have on hand and which you do not offer for sale on a competitive bid 
basis? I would like for you to insert a list on the total number and 
value of those commodities that our exporters cannot buy from you on 
4competitive bid basis to go into the world market. 

(The material requested is as follows:) 
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Commodity Credit Corporation—Report of price-support commodities as of De 
1954, based on records and known commitments in CSS commodity div; 


and offices 


Estimated Estimated total stocks: 
wnikot | eee |} ———__—_ 
measure dising Quantity | Approximate 
| position! | 7 J | unit cost 

} 


Commodity 


Cotton 


Upland | Bale s2 1, 804, 934 | 1, 804, 934 $170. 585 
Linters oie 1, 094, 068 | 1, 097, 898 58.5 
Dairy: 
Butter 3 Pound._. | 221,879, 000 266, 423,000 | 
Cheese do _.| 315,228,000 | 334, 762, 000 
Milk, dried i do 51, 162, 000 90, 270, 000 
Whey, dry 3 Socatl ...do 25, 738,332 | 25, 738, 332 
Grains and seeds: 
Barley 3 : Bushel__- 7, 696,000 | 10, 181, 000 
Beans, dry edible 3_______. Hundred- 288, 000 | 323, 000 
| weight. 
Corn ; Bushel | 592, 547,000 594, 057, 000 
Flaxseed 3 : do__- 268, 000 308, 000 | 
Grain sorghum 3 : Hundred- |} 6, 153, 000 568, 000 
weight. 
Oats 3__- Bushel 19, 831, 000 21, 560, 000 
Rice: | 
Rough ._| Hundred- 16,000 | 26, 000 
weight. 
Milled . do 1, 569, 000 | , 590, 000 
Rye 3 Bushel 1, 887, 000 , 212, 000 | 
Seeds: 
Hay and pasture Pound___. | 30, 203, 000 30, 771, 000 | 
Winter cover crop 3_- £5 cee 4 | 26, 703, 000 }, 708, 000 
Wheat___- ..--| Bushel_. ..| 666,379,000 | 705, 931, 000 
Naval stores: 
Rosin 517-pound | 668, 944 668, 944 
drums. 
Turpentine : 50-gallon bar- | 57, 467 57, 467 
rel. 
Oils and peanuts: 
Cottonseed oil: | 
Crude Pound. 9, 060, 000 | 9, 060, 000 
Refined _ __ - F do 324,000,000 | 354, 000, 000 
Linseed oil 3 os... | §4,639,000 | 59,839,000 
Olive oil 3___- Gallon________| 354, 214 354, 214 
Tung oil 3__- ; | Pound_. | 20,865, 998 38, 335, 992 
Tobacco-__- ecactiaate 2, 267, 000 2, 267, 000 
Wool: 
Pulled. __ sedi a8 cat RM ee 9, 960, 751 9, 960, 751 
Shorn__- eee do__- 100, 293, 023 100, 293, 023 


Total 


1 Estimated CCC stocks which are in store and not committed for sale or movement. 

2 Estimated total stocks owned by CCC, including stocks shown in col. 1, plus commitments to purchas 
less commitments to sell. Includes 1 million bales of cotton and 400 million bushels of wheat set aside, and 
limited as to disposition, pursuant to Agricultural Act of 1954. 

3 Indicates commodities some quantities of which have been offered for sale on a competitive-bid 
during the past year. In the case of seeds, vetch only has been offered. Those not so indicated were not 
so offered. : 

4 Does not include all quantities of corn to be delivered to CCC under the 1952 crop reseal and 1953 cro 
programs. 


POLICY RELATING SALE OF COMMODITIES ON COMPETIiIVE BaAsIs 


Mr. Morse. When you refer to competitive selling do you meal 
Government selling or trade selling? 

Mr. Wuirten. Trade selling. 

Mr. Morse. When the trade is selling wheat into export, is thal 
competitive selling? 

Mr. Wuirren. It is. It means that when Mr, X, who is exporting 
cotton, sees a chance to increase his exports, he would be a bidder 
when you released this cotton, and he would have a source of supply 
where he could increase his exports, perhaps. ; 

I will tell you why I am digging into all this. Mr. Morse, last yea! 
you told us that the State Department’ s attitude was controlling on 
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vic matter. At least, that was the way I took it. Every time ] 
ointed out that we were gradually building up production throughout 
tho rest of the world of wheat and cotton and other things by holding 
» umbrella over it, I was hit by the fact that the State Department 
snd our foreign policy required such a policy. I got permission to 
sit with our military, agricultural, foreign-aid, and political people 
s Europe. I went to almost every country in Europe and spent the 
month of October there. I attended a meeting of the agricultural 
bitachés in Paris, and there was not one who knew we had authority 
sell or What price we would take. I did not find a man representing 
the United States Government in Europe who knew we had authority 
to sell competitively. 

What are Great Britain and Holland doing to move their commodi- 
‘jes into export? Do you know how much they are spending to move 
their commodities into export as compared to what the local people 
nv or What the cost is? Do you know? 

Mr. Morse. I would be glad to have any information that you can 
furnish us. 

\ir, Wiurrren. It has been estimated that England’s bill for that 
work is about 385 million pounds annually. But the point I want to 
nake is, high officials in England and in Holland said “A great rich 
ountry like the United States should not try to sell what it has and 
joes not need on world markets.’”’ But our agricultural people in 
Europe are like you are, they do not know enough about what Holland 
uid England are doing to argue back. 

Mr. Morss. As you know, the agricultural attachés have just been 
noved into our jurisdiction, and I think we will have a different 
situation. 

Mr. Warrren. When I went over there I did not expect to find 
inything wrong with our people over there. I thought the trouble 
wis here in Washington, but I thought the evidence was over there. 
(ntil you in Washington change, it will not help a bit, because until 
rou give them that information they cannot help. 

You have stated we have no policy of offering it on a competitive 
isis, but we are cutting the American farmers back and back and 
wick to absorb the world’s increased production in these very com- 
nodities, and the crux of it is the State Department. 

Mr. ANDERSEN. Would you yield at that point? 

Mr. Wurrren. Yes. 

Mr. ANDERSEN. J want to be fair. I am critical of the Department 
isome points, but I do not think we can blame the Department of 
\griculture for the failure in getting rid of our surplus production, 
veeause IT think it was the overall policy of the Government as a whole 
hot to sell it abroad. I do not think we can blame Mr. Morse or 
‘lr. Benson or the Department of Agriculture because we know an 
on Curtain has been set up by the State Department against ex- 
Mertation. I think Mr. Whitten has done a splendid job for agricul- 
‘ire in the past few years in urging that this Iron Curtain be broken. 

Mr. Wuirren, May I say I do not charge that the present policy 
lack of policy is the one that the Department of Agriculture would 
woose. But I know that the Commodity Credit Corporation charter 
thorizes the sale of these commodities on a competitive bid basis, 
Ml I know that wheat importers in Germany told me they would 
‘Vat least 2 million tons if we would meet the French price, which 
* per ton lower than ours. And we will not do it. 
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I feel it is time, if it is not the Department of Agriculture’s fay}; 
that you point out whose fault it is. Why are you using Public Lay 
480, that makes you run the gantlet, instead of using the authority jy, 
the charter that lets you do what you please? The American farmer 
is entitled to an answer. Whoever made that decision must have q 
reason, and I would like to hear it. But the American farmer jis en. 
titled to an answer. 

Mr. Morse. We have a great stake in the stability of the agricyl- 
tural markets in the world in behalf of the American farmers as wel] 
as all citizens. 

Mr. Wuirten. Do you not think you would have trouble selling 
that to folks who have been cut below 5 acres? 

Mr. Morse. If they understood the situation, I think they would 
recognize the soundness of the statement I am making. We cannot 
move too rapidly in these situations. The activities under Public 
Law 480 by its provisions are not supposed to disturb the normal 
channels of trade, so that when we go as far as we can and the trade 
is going as far as it can in the sale of these commodities, and we de- 
velop the possibilities of selling for foreign currencies above that, 
that is when Public Law 480 comes into operation. 

Mr. Wuirren. The American trade cannot sell in world markets 
below the American support price, can they? 

Mr. Bercer. Sure, they can. 

Mr. Morse. If they want to. 

Mr. Wuirten. These exports have to be at the support level or 
better in the United States, do they not? 

Mr. Morse. Except in the case of wheat. 

Mr. Wuirren. We have an international agreement. But except 
for wheat it means any export we may have has to be at the support 
level. It invites every country with 30 cents a day labor to go into 
production. As long as you have commodities and will not offer | 
them for sale competitively, you are promoting the increase in produc- 
tion in every country and you are contributing to cutting the American | 
farmer farther and farther back, are you not? 

Mr. Morse. We hope that will not be the trend. 

Mr. Wuirren. Can you not see that that is the effect? 

Mr. Morse. In the case of cottor we are expecting exports to be | 
up 10 percent this year, which is considerable. 

Mr. Wuirtrten. It has been stated that this is essential for the recov- 
ery of Europe and other countries. I made a check to see what the 
status of those countries are. Economic recovery in Western Ger- 
many since 1948 has more than tripled as compared to 1936. Export 
trade is 20 times its 1947 level. In France it is 150 percent above pre- 
war. In Italy agricultural production is, 124 percent above prewar 
and industrial production 160 percent. 

Also, in Belgium, industrial production was 142 percent of prewar 
levels. In addition, Belgium carried a large surplus with the European 
Payments Union in the amount of $235 million, as of April 4. In the 
Netherlands, industrial production rose to 163 percent of prewar levels 
in 1953, and in December 1953 she carried a surplus of $370 million 
with the European Payments Union. 

Productivity in the United Kingdom has increased well above 
prewar levels, and industrial production is 127 percent over 1938. 
Her gold and dollar reserves have almost doubled since 1951. 
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The answer has been given that we could not sell because of a shortage 
of dollars. So, I got those figures, and I would like to have this table 
placed in the record at this point. It contains a wealth of information 
which will be of some help. 

(The matter referred to is as follows:) 


1. TOTAL UNITED STATES EXPORTS 
[Millions of dollars] 




















: iit inate ett ee 
> | | Percent 

| Agriculture Total | esrieniture 
006-06 )s.icc babdieke Sd pide ele bel ieee | 748 | 2, 700 28 
1908-80 ins co delband 45,904 ~-d40sgeeaeaies Aitadniie bictdas: 683 | 2, 885 24 
FUE GE coc cscs cue den dee dinbnercadessotasescusenccs iiebunaad 2, 819 15, 126 19 
1053-54 (enGaieie. 41h. BO Ose da ba 2, 936 15, 226 19 

Source: Foreign Agricultural Trade, USDA. 
2. SHIPMENTS UNDER AID PROGRAMS 
[Millions of dollars] 
1005 5. int Aecereehl A. OA Ae ee SE AS a tl, ite eas Ss $1, 365 
RE RS EU, SE SCE TS, op ON” ee Em e 2, 309 
1902. ..gccccdabelsiesbedasbecttavnsbldbunvgeccudacweaccunsonsccecccece 429 
1958 ....c.- -wdnPanesns ses <td a 62 ee ARaRE apa tieeshds pet sijuds cootagwsut 360 
Source: Foreign Agricultural Situation, USDA. 
3. FOREIGN COTTON PRODUCTION 
{Thousands of bales] 
- ‘ } i South | Africa and 
Europe | Asia | America Oceania 

Nee eee te eens 71 | 7, 169 | 3,039 | 1,77 
1085... .dam nnanmbddbnodd Lash batindévercdlebeddde ce | 80 | 5, 842 | 2,044 | 1, 966 
1OGd «tbs maa baaindcbiheGecaalecnwadtel 143 5, 921 2, 418 | 2, O91 
1008: ; ci cdnda cahubd daca chanane eed dddashes 266 8, 809 2, 688 | 3, 524 
OGL. cerca stheodetocahes beh docbcctaskeeEccweus 323 9, 514 2, 686 3,015 
1954 (estimate) -...----- See ie sea ad annie ew iare a 356 9, 615 | 3, 003 3, 057 





Source: Foreign Agricultural Service, USDA. 


4. UNITED STATES EXPENDITURES IN EUROPE (INCLUDES MILITARY, DEFENSE 
SUPPORT, AND OFFSHORE PROCUREMENT 


[Millions of dollars} 


1953 1954 1955 estimate 








| | 

Austria liter rites ce og TT So sow en: sal 89.3 | 46.5 30. 70 
DO NS oon cob cauids dads bnennhsdeeeeseaed -| 58.7 | 67.7 87. 40 
DORON I... Adatdg bt duhectoetndactesdiust deat co | 31.0 31.7 32. 40 
CO Bite aa td. re state deas Abin = BAgntes dentttthannse 662. 0 949. 6 1, 530. 95 
GOR iahetcghs wieacssnatessasy cig arse aerate aps bien * 319.7 | 323. 8 282. 30 
Toabaanlis.an $2 Dis. Sodehe ri 51-825 l 5 Scbks - ndadlee .| 19. 6 | 18.2 18. 20 
tl Rag eS te ac ae rere s 246.1 | 284. 7 | 298. 60 
Nene Re era Nek os oP 106. 1 | 106. 3. | 106. 20 
NORE Decal Cad cock ts det ab ced sade ad db soph ardatonbicayees 24.9 | 7.6 33. 90 
PN hereon cna dec wodmaciigadnnaasoh Se he oe a aaee 17.8 20.8 | 22. 00 
Bnet te isc tin pet Bao Jb deeb acbheodan 13.6 | 30: 6 | 77. 80 
UG IR oe es et is, 2 edd aaheiaweke | 614.7 | 505. 5 527. 90 
Te a xis he eee es | 114. 5 | 66. 9 | 63. 00 
Crt 8 IN te i tne ik, cab teh cewaeddbeses eaeant 86. 5 58.4 63. 30 
POP aia cok 2. caer biabedndicneiite ad dakke ahead p ecm ~atiad 58.7 55.5 109. 90 

a ee ee ee ee | 2, 463. 2 2, 603. 8 3, 284. 55 





Source: 1955 budget justifications, FOA. 


5. TECHNICAL ASSISTANCE IN EUROPE, INCLUDING GREECE AND: TURKEY 
[Millions of dollars] 


leek 2. MAES nee oe ee bs puke aaa eb bedbel owadaes 21.0 
eel dea ean) ..ueueeuiengeeicell 13.6 
BO ee conc t cchaccnuppaaedsenpoessdanmtmaneneeguses qrataneqeeaennance 9.4 


Source: 1955 budget justifications, FOA. 
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Mr. Wuirten. This table shows that in 1954 for military defense 
support and offshore procurement we spent in Europe, ‘including 
Greece and Turkey, $2,603 million. This year it is estimated that we 
will spend $3,284 ‘million— and I am talking about dollars that these 
countries will have. 

Now, if you will analyze it further, figures on world trade, which are 
shown in this table, show we are se sling a lot of things for dollars Over 
there. 

The only thing here is we are not selling agricultural commodities. 
Why? Because we do not offer them for sale on a competitive-bid 
basis. It is just as simple as can be. 

Either that is your policy or it is the policy of the Government 
which comes from a source higher than you—one or the other. 

Now, is that your idea of a ‘sound policy, or is it one which is being 
forced on you by the feelings, maybe completely sincere, of others? 

Mr. Morss. In the first place, I believe that we are entirely to- 
gether, Mr. Chairman, in that we believe in moving these commodi- 
ties and selling them, and moving them out. So, there is no difference 
in objectives, if there appears to be any difference. It is a question of 
how fast we move on it, and the methods by which we move. 

Now, as I have indicated, we have felt that we were making very 
encouraging progress. The disposal program is moving more rapidly 
in many instances than we had anticipated would be the case, even 
earlier this year. 

Mr. Wuirren. Mr. Morse, they have the dollarsin Europe. They 
are 150 percent above prewar levels. We have held our commodities 
off so other people could have the markets, to the point that they now 
argue about whether we have a right to go back and sell. It has 
reached that point. 

Mr. Morse. Those arguments are beginning, I think, to disappear, 
because we are getting into the world market competitively. 

Mr. Wurrrten. The place for this matter to be handled is right down 
here on Pennsylvania Avenue. 

The people over there will buy American commodities if we will 
match the price. 

Let me repeat again that you do not have to sell government to 
government. We can offer these commodities on a gr adual basis, and 
L think it might be best to wait until the present crop is moving. 
I have not had a chance to study what effects an immediate action 
would have. However, if these commodities were offered for sale 
periodically on a competitive-bid basis to American exporters for 
export, do you not think you could help needy people of the world 
by making what we have available to them? 

Would it not be better to make it available to them than hold our 
products back and make them harder to get from some other place? 
Do you not agree with me on that? 

Mr. Morse. We would be glad to reexamine this matter of export 
subsidies by differentials— 

Mr. Wuirten. Now, vou are trying to smear it, Mr. Morse. 

Mr. Morse. No, sir; but I would call it a differential. 

Mr. Wuitrten. If you had 3 cars, and did not need 1 of them, and 
sold it for less than what you paid for it, would that be a subsidy? 

Mr. Morse. We will call it 

Mr. Wuirren. I am asking you that question, based upon that 
illustration. Would that be a subsidy? 





Mr. Morse. If someone else had to make up the difference there 

Mr. Wuirren. Does not the United States Government own these 
commodities? 

Mr. Morss. The United States Government would come in to pay 
the differential. 

Mr. Wuirren. Just answer me, Mr. Morse: Does not the United 
States Government through the Commodity Credit Corporation own 
title to these commodities? 

Mr. Morsr. Yes, sir. 

Mr. Wuirren. And since the Government owns them, is it smart 
for us to hold them and take these losses and cut the American pro- 
duction back, or to sell them and at least get 75 percent out of the 
dollars which we have invested? 

Mr. Morse. That becomes a matter of policy, and relationship to 
our program. 

Mr. Wuirren. Would it be smarter to take the whole loss and cut 
the American farmer back, as this record will show, or to sell these 
commodities, and make them available to those who need them, and 
perhaps get 75 or 80 cents out of a dollar of the investment? 

You cannot tell me which would be the wiser policy to follow? 

Mr. Morse. The other approach has been examined and reex- 
amined. It has been reexamined in relation to some other commodi- 
ties since Congress was in session here. We have been trying to get 
the very best judgment on it which we could secure, and we would be 
very glad to get that information to you. 

Mr. Wuirten. I am sorry that the record will have to show that 
you do not know which one of those is the wiser course. I asked 
your opinion on that in a question. 

Mr. Morse. We feel that we are doing what is best under the 
circumstances, and also in the light of the laws, and the intent of the 
laws. 

Mr. Wuitren. Which law do you have reference to? 

Mr. Morse. I have reference to Public Law 480, and all of the laws 
under which we are operating. 

Mr. Wuittren. Well, let us read here, briefly, the Commodity 
Credit Corporation charter, and see if you are following it: 

Section 5 (f) authorizes the Corporation to export or cause to be exported, or 
aid in the development of foreign markets for, agricultural commodities. Under 
the Charter Act, these commodities may be commodities acquired under price- 
support programs or specifically procured for export purposes. 

The Charter Act contains no restrictions on the prices at which commodities 
may be sold by the Corporation. 

Section 407 of the Agricultural Act of 1949, as amended, does establish minimum 
prices at which the Corporation may sell commodities owned or controlled by it, 
except in the case of sales for certain specified purposes. Sales for export, how- 
ever, are specifically exempt from the application of this minimum price restric- 
tion. 

Why do you suppose the Congress, in writing the very charter of 
the Corporation itself, authorized the sale of its commodities without 
restriction in world trade for export? Why do you suppose they wrote 
that in there, unless they meant to use it when we needed it? 

Mr. Morse. That was to give us authority, and we have been using 
it. We have liquidated most of the oil stocks which we held, and 
believe we have done it without disturbing the world markets. In 
fact, the reduction of our oil stocks have, I believe, contributed to some 





56541—55——-7 





96 


signs of firming up the world markets in this type of commodity 
Where you have American traders and other people selling cotton jn 
this country and already moving a commodity like cotton abroad. 
then it becomes a rather important merchandizing decision as to 
whether we ought to move out more Government- owned commodities 
which might disturb the merchandizing which is going forward. 

Mr. Wurrren. I recognize those factors, but there is also the 
American farmer. And in all of this discussion which you have given 
I have never heard you say a word for him this afternoon. Do you 
not think that is a factor which should be considered? In all of the dis- 
cussion which we have had you have not said a word about the interest 
of the American farmer. 

Mr. Morse. Mr. Chairman, I believe, earlier in this discussion | 
pointed out that in testimony of last year in trying to help the Con- 
gress to arrive at an improved situation, as far as the laws were con- 
cerned, we expressed repeatedly our concern for the American farmer 
not only the American farmer, but the laborers working in these com- 
munities in the cottonfields, as well as the local businessman and the 
total economy of these local areas. We were proceeding on the basis 
that to maintain a price, it was required that we have these production 
cutbacks and production controls.. Now, I want to say that that was 
intended as a very strong expression of concern at the time, and | 
repeat it here again, of concern on behalf of the American farmers 
under such a system. My concern is no less today than it was a year 
ago, and the year before, when we were testifying before the Congress. 

Mr. Wuittren. How many tenant and rental farmers in the South- 
eastern States have been left without a home and any place to work 
at all as a result of the last order cutting cotton acreage? 

Mr. Morse. I do not know. That order is under the law as Con- 
gress wrote the law. 

Mr. Wuirtten. Yes; as Congress wrote the law 

Mr. Morse. That is the operation of the law. 

Mr. Warren. Under that law, it is provided that you have to cut 
the cotton on the basis of what the Commodity Credit Corporation 
holds, other than the set-aside, which you do not even offer for sale 
competitively. 

You counted that cotton in setting the reduction which you had to 
make; did you not? In other words, this cotton which you have not 
tried to sell on a competitive basis was counted, and in the counting 
it cut down the total number of acres that the American farmers 
could have? 

Mr. Morss. That is part of the carryover of cotton; yes, sir. 

Mr. Wuairren. You have been giving away a lot of these com- 
modities; have you not, under Public Law 480, in the drought areas? 

Mr. Morse. Yes, sir; under the various authorities and the 
expanded authority, more is being given away. 


QUANTITY AND VALUE OF DONATIONS 


Mr. Wuirtren. Could we have in the record the number of those 
commodities you are giving away under that program, and a list of 
those commodities which during the last calendar year you did not 
offer for export on a competitive-bid basis? 
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In other words, I want to show you did not try to sell them on a 
competitive-bid basis. 

Mr. Morse. We would be very glad to include those in the record 

(The matter referred to is as follows:) 


Commodity Credit Corporation—Ouantity and value of donations, calendar year 1954 


Quantity Dollar value 





1954 eme rge ncy feed program: 
Corn! ndcldbhee . > bushels. _| 1, 430, 138 , 191, 324 
Grain sorghums.- A hundredweights 2, 082, 256 , 565, 886 
Oats ..- says bade i sit ; bushels 1, 714, 597 , 431, 871 
Barley . ‘ do 6, 725 7, 416 


Total, 1954 emergency feed program._.. . , 196, 497 


Under sec, 416: 
(a) Domestic: 
Butter, creamery ___- ‘ : pounds ~ 990, 100 , 050, 286 
Cheese, Cheddar !___. _- do , 985, 304 23, 109, 687 
Milk, nonfat, dry !_. do 56 500, 335 , O84, 165 


Subtotal ____- , ; : , 244, 140 
b) Export: 
Butter, creamery -_- : pounds 100, 064, 830 63, 180, 437 
Cheese, Cheddar !______. a bade , do 78, 940, 957 | 32, 566, 359 
Milk, nonfat, dry !........- do 186, 269, 798 35, 818, 171 
Butter oil ! ; do 24, 308, 400 20, 662, 140 
Cottonseed oil, refined _ : ; do 27, 224, 500 }, 283, 414 


ee 2s Se. ct eal ii a 58, 510, 521 


Total under sec. 416 die ccdacas Praws 239, 754, 661 
Under Public Law 690 (83d Cong.): 
(a) ae gre Administration: Butter, creamery. _.........pounds__| , 26 483, 152 
b) U. 8S. Army: | 
“Butter creamery we rit ait ...do | 6, 250, 886 | 3, 750, 532 
Cheese, Cheddar ! : ‘— 421, 069 | 168, 428 
es SS BE Soe ca chactt onaceteouccteeeeserccanc a...) 63, 000 | 12, 600 


Subtotal 3, 931, 560 





4, 414, 72 


~ 952, 365, 870 


! Includes commodities not offered for export on a competitive-bid basis. 


Mr. Warrren. You are handling this program, are you not, making 
these commodities available? 

Mr. Morse. Yes, sir. 

Mr. Wurrren. Will you obtain for the committee information as 
to what percentage of them in the South—and you can enlarge it to 
apply elsewhere if you wish—are for people who are without homes 
and without work, as a result of this cutback in cotton acreage? 

Can you obtain that information? In other words, if they farmed 
last year, why is it that they cannot farm this year? 


AVAILABILITY OF COMMODITIES FOR SCHOOL-LUNCH PROGRAM 


The other question I would like to ask you on that is in regard to 
the school-lunch program. It is the beneficiary of many of these 
commodities? 

Mr. Morsz. Yes, sir. 

Mr. Wurrren. I believe you testified that the Commodity Credit 
Corporation stocks are larger than they have been at almost any time 
in its history? 
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Mr. Morse. That is right. 

Mr. Wuirren. That is, the total stocks? 

Mr. Morse. Yes, sir. 

Mr. Wuirren. Why is it that in one county in Mississippi—and ] 
understand it is true in other States—that you had 16 shipments this 
year of agricultural commodities as against 30 such shipments at this 
time last year. Why cannot you obtain the additional commodities? 

Mr. Morse. Do you mean for relief purposes? 

Mr. Wuirten. No, sir; for the school-lunch program. There has 
been a cut in agricultural commodities made available to the scbool- 
lunch program of something like 45 percent, at a time when you have 
more commodities than you ever had before. , 

Mr. Morss., It is my understanding that all of the commodities 
which we have, are made available to the school-lunch program, 
except for wheat and corn. Of course, we have only a little rice stocked 
up to the present. 

Mr. Wuitren. I am going on the information which was given to 
me, and if the facts are different, I would be very glad to have them. 

Mr. Morss. We made a report yesterday, Mr. Chairman, for the 
end of the calendar year on the greater utilization of surplus foods, in 
which we summarized the disposals of surplus foods donated for do- 
mestic and foreign use. 

I do not know whether that has come to your attention, but it was 
just released yesterday. You might want to make that a part of this 
record. I think it would help amplify the extent to which the whole 
program has operated. The entire report may be of some use, if it is 
placed into the record, if you would like. 


Mr. Wuirten. I am glad to have that go into the record. 
(The matter referred to is as follows:) 


UnitED States DEPARTMENT OF AGRICULTURE 
WASHINGTON, January 10, 1955. 
USDA AcuiEvEs GREATER UTILIZATION OF SuRPLUS Foops 


Distribution of surplus foods to users in this country and abroad was increased 
substantially during the second half of 1954, the United States Department of 
Agriculture reported today, through intensified efforts to gain maximum benefits 
from our food abundance. New legislation enacted by the last Congress played 
an important part in making possible the increased utilization—particularly in 
the relief of hunger and need—of foods which have been acquired by the Depart- 
ment in price-support and surplus-removal operations. 

Food donations during the July-through-December 1954 period totaled approxi- 
mately 442 million pounds, compared with 602 million pounds during the 12-month 
period from July 1953 through June 1954. Donations to schools, institutions, and 
needy persons in this country totaled 244 million pounds in the last half of 1954, 
compared with 418 million pounds during the 12 months of the fiscal vear ending 
June 30, 1954. Donations to United States welfare agencies for distribution abroad 
totaled 198 million pounds in these last 6 months of 1954, compared with 154 
million pounds during all of the previous fiscal year (July 1953 to June 1954). 

Secretary of Agriculture Ezra Taft Benson, commenting on this vear-end report, 
said: ‘“The success of these efforts to make the best use of our bounty of food is 
gratifving to all of us who believe that food serves its best purpose when it moves 
into consumption. 

“Reducing the inventory of commodities which has been built up is, of course, 
most satisfactorily accomplished by their sale, when that is pessible. When it 
is not, we should take full advantage of the value of those foods which lend them- 
selves to donation programs by making them available to those who can use them 
and would not otherwise get enough of them. 
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“Our desire to make full use of our food supply is the principal reason we are 
pressing for increased use of these foods, both at home and abroad. Fortunately, 
their increased use also has a market-stabilizing effect as it reduces the market 
burden of inventories, and it also serves to reduce substantially the storage 
charges which accumulate so rapidly on commodities we hold in inventory.” 


DOMESTIC DISTRIBUTION 


There was increasing distribution of Government-donated foods during the 
second half of 1954 as more States took advantage of the availabilitt¢ of these 
commodities to help more needy persons. In addition, the enactment of the new 
Publie Law 480 helped make a number of commodities continuously available for 
domestic donation. Figures on quantities of surplus foods donated for domestic 
distribution follow: 


Last full vear | This half year 
(July 1, 1953- | (July 1-Dee. 


June 30, 1954) | 31, 1954 
lo Pounds Pounds 
Schools 246, 000, 000 124. 600, 000 
Charitable institutions : 134, 300, 000 54, 600, 000 
Needy persons ; 37, 500, 000 64, 600, 000 
Total. Sake 5 417, 800, 000 243, 800, 000 


Commodities donated this vear include butter, cheese, dry milk, cottonseed oil, 
shortening, beef and gravy, dry beans, and several other commodities in smaller 
amounts for limited distribution. 

To make this program most effective, foods distributed are those of maximum 
benefit to the recipients and most nearly ready for table use. Since these foods 
are available only because of price-support and surplus-removal operations, it is 
obviously not possible nor desirable for the Department to provide all the kinds 
of food the recipients might need. Although a wide variety of essential foods 
have been donated, some requests have been made for wheat and corn to be dis- 
tributed to needy persons. These commodities are storable for long periods and 
therefore are available for future sale or barter and other important reserve pur- 
poses. At the same time, the donations of these commodities would have a very 
limited impact on the problem of surplus disposal. Further, the Department does 
not have authority to process these commodities, and—in view of the adminis- 
trative difficulties involved—has not authorized their donation. However, in 
the case of another cereal, rice—which is available in ready-to-cook form—dis- 
tribution is expected to be made out of Government inventory in the neer future. 
Rice is peculiarly adapted to United States donation. 

Distributions to school-lunch programs serving more than 10 million children 
and to some 1,300,000 persons in charitable institutions and hospitals ran at about 
the same rate during the last 6 months of 1954 as during the previous fiscal year. 
But distributions to the “‘needy persons” group increased, as an aid to victims of 
drought and hurricane and the unemployed, principally coal miners and railroad 
workers. 

As of December 31, 1954, about 2,620,000 needy persons living outside institu- 
tions in 33 States and Alaska had been certified by States to receive commodities. 
At 4 persons to a family, this represents about 655,000 families. Of this total, 
approximately one-fourth are such public assistance recipients as aged, blind, 
dependent children, ete. As more States took advantage of the availability of 
these foods and set up the necessary machinery for distribution to drought victims 
and the unemployed, the States then extended their distribution to include the 
regular public assistance recipients already on their roles. The other three- 
fourths of those certified for commodities receive no other form of public assistance. 

Pennsylvania had the largest number of persons certified to receive food, over 
950,000. Mississippi, Alabama, West Virginia, and Kentucky—in that order— 
all had close to or above 200,000 persons certified. Others having more than 
25,000 persons certified were Michigan, Oklahoma, Iowa, Virginia, Ohio, Cali- 
fornia, and Utah. 

The value of the commodities being distributed, including packaging and 
transportation, is estimated at nearly $5 million a month, based on recommended 
amounts distributed to those in the needy-persons group certified to receive 
surplus foods. 
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Distribution of surplus foods is operated under a plan which follows the policy 
of full utilization of State government facilities, and the well-established principle 
that relief for the needy is a primary responsibility of the State government. 
The Department delivers the commodities, free of cost, in carload lots to States 
after they have made satisfactory arrangements for distribution. State agencies 
determine the eligibility of recipients of these foods, and take full responsibility 
for all distribution within the State. P 


FOREIGN DISTRIBUTION 


Increases in the quantities of foods distributed abroad during the last half of 
1954 result principally from liberalization of the enabling legislation by the last 
Congress. Public Law 480 amended previous legislation to permit greater lati- 
tude in the use of United States food stocks to aid persons ‘in friendly countries 
overseas. The Department is working under this new legislation with United 
States private welfare agencies and intergovernmental agencies. Figures on 
quantities of surplus foods donated for foreign distribution follow: 


| Last full year | This half year 
| (July 1, 1953- | (July 1-De« 
June 30, 1954) | 31, 1954 


Agencies participating a , 18 | 16 
Countries receiving food Shoda aan 40 4] 
Total distribution er pounds..| 183, 900, 000 198, 400, 000 


Commodities being distributed this year include nonfat dry milk, butter, 
cheese, shortening and cottonseed oil. Currently participating agencies are 
American Friends of Austrian Children, American Friends Service Committee, 
American Jewish Joint Distribution Committee, American Mission to Greeks 
Assemblies of God—Foreign Service Committee, CARE, Church World Service, 
International Rescue Committee, Iran Foundation, Lutheran World Relief, 
Mennonite Central Committee, Tolstoy Foundation, Unitarian Service Com- 
mittee, United Lithuanian Relief Fund of America, United Nations Children’s 
Fund and War Relief Services. 

Countries receiving food are Austria, Belgium, Brazil, Chile, Colombia, Egypt, 
England, Formosa, France, French Morocco, Germany, Goa, Greece, Haiti, 
Hong Kong, India, Indochina, Indonesia, Iran, Israel, Italy, Japan, Jordan, 
Korea, Lebanon, Liberia, Malay States, Malta, Okinawa, Pakistan, Panama, 
Paraguay, Peru, Philippine Islands, Ryukyu Islands, Spain, Trieste, Tunisia, 
Turkey, Venezuela, and Yugoslavia. 

This program of foreign distribution is administered by USDA, but the Foreign 
Operations Administration is responsible for approving the agencies and their 
programs, and provides funds for payment of ocean transportation for most 
shipments. Following FOA approval, the agencies submit estimates of their 
needs, and proposed plans of operation for each country. As commodities are 
made available to them, the agencies submit orders to USDA. When signed by 
USDA, these orders become contracts binding the agencies to their terms and 
conditions. In accordance with the law, all requests from the States for domestic 
donations of foods are met before commodities are made available for use in 
foreign countries. 
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Quantities of surplus foods donated for domestic and foreign use, fiscal year 1954 
and estimated 1st half fiscal year 1955 


[Million pounds] 





Domestic 
renee Foreign | Total 


a distribution distribution 
Schools Institutions | Needy persons | -— 








Commodity 


ft i adebcuntineils 
ist half | Ist halt ist half! 4...) | Ist halt | 1 | Ist half 
Fiscal | “fiscal | Fiscal | ‘fiscal | Fiscal | 'fscat | Fiscal | ‘fscat | Fiscal | “fiscal 




















scal 
yea , 5 ; yes 
year year | Sos year | x year _ year 
1954 | 1955 | 1054 11955 | 1954 | 955 | 1954 | 955 | 1954 | 1955 
| | 
= — ee - Zz ~ <a -| a _ 

Rutter, -uiassaase 42.6) 25.0; 24.2) 11.0) 4.9) 16.0) 60.2) 41.1) 131.9 93.1 
Cheese consesl Set, ane) Jee 90) 50] 120) 31.0 | 95 9| 76.1 66.9 
Dry milk i<2-2i0 13.5] 14.0} 11.0 7.0 5.0] 11.0| 92.7] 109.0) 1222] 141.0 
Beef and gravy-.-.-| 114.7] 22.2] 52.7 7.4/ 104] 7.4 | 177.8 37.0 
Dry beans... - 4g 2.0 19.0) 5.5 8.0} 2.4] 11.0 hoe 9.9! 38.0 
shortening !___. 15.2] 160) 100] 109] 3.7 | a 22.4/ 289] 56.4 
Other ?...-.---7---] B38] 84] 175] 13] 61 I 54.91 9.8 
134.3} 54.6] 37.5 | 64.6] 183.9] 198.4] 601.7] 442.2 


! 


Total___- 246. 0 | 124.6 | 


Includes cottonseed oil. 
2 Includes several commodities in limited amounts. 


Mr. Morse. You see, there is one item which has disappeared from 
the donations to school lunches. In 1953 we bought and distributed 
canned beef because of the step-up of marketing which was precipitated 
by the drought. This year there were no such purchases. As those 
stocks which were acquired in 1953 have been exhausted, they are 
dropped out of the items made available not only to the school-lunch 
program, but for institutions and needy people. 

So, that is one item which occurs to me which has been discontinued, 
and that has been done because we do not have them in stock. 

Now, of course, in the school-lunch program, as you know, we use 
section 32 funds to buy surplus items which we do not have in CCC 
inventories. 


EFFECT OF LACK OF SUPPORT FOR POULTRY AND POULTRY PRODUCTS 


Mr. Anpersen. If you will permit, Mr. Chairman, is it not also a 
fact, Mr. Morse, that you do not have available for distribution today 
very much in the line of poultry and poultry products? 

Mr. Morse. That is true. 

Mr. ANDERSEN. That is largely because of the policy of the Depart- 
ment of Agriculture in not having any support beneath those products, 
because, naturally, if they did not have the support beneath them, 
you do not accumulate any of such products. 

Mr. Morse. That is right; we have not purchased poultry or eggs. 

Mr. ANDERSEN. That is correct. 

Mr. Morss. Neither have we purchased turkeys. 

Mr. ANDERSEN. I want to say for the record that as the result of 
the lack of support for poultry and eggs throughout the State of 
Minnesota this past calendar year farmers have incurred huge losses. 

I tried, through the President and the Secretary of Agriculture, to 
secure action in regard to that matter last August, when good medium 
eges were selling around 13 and 14 cents a dozen, in my area, and 
pullet eggs were down as low as 6 and 7 cents. 
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The only answer I received was that it was not deemed advisable to 
put any support beneath such prices. 

Consequently, a program such as the school-lunch program, does 
not have available to it supplies which would naturally accrue to it 
through the operation of a price support program upon those products. 

I am merely expressing my own opinion here to the effect that | 
think the action of the Department of Agriculture in refusing to sup- 
port eggs and poultry production and poultry as such this last summer 
and fall was deplorable. 

Do you not agree with me, Mr. Marshall? 

Mr. Marsuauu. Yes. Just on the basis of the announcement that 
the Secretary might buy eggs when the egg market was in a deplor- 
able condition caused the price of eggs to rise 3 cents a dozen on the 
Chicago market. 

ANDERSEN. That was brought about simply by the announce- 
ment. 

Mr. Marsuauu. That increase, however, was entirely lost by not 
following through with that proposal. 

Mr. ANDERSEN. I just cannot see such a policy, personally. 

Mr. MarsHauu. Will the gentleman yield? 

Mr. ANDERSEN. Certainly. 


PURCHASES OF EGGS FOR SCHOOL-LUNCH PROGRAM 


Mr. MarsuHatu. I noticed in a New York paper—lI think it was 
on the 2d of January—that a statement was made to the effect that 
the Government was now buying eggs for the school-lunch program. 
Is that definite? Are you now buying eggs for the school-lunch 
program? 

Mr. Morsr. There ts a new process for drying eggs, I believe, 
Mr. Marshall, which has become available, and there has been an 
announcement in regard to the purchase of eggs for the school-lunch- 
program use for the month of January. 

January has been designated as ‘Egg month.’ However, this 
was done in order to try out this new process which has been developed 
in regard to eggs. It is not a price-support program. 

Mr. Chairman, when the Senate was in session, the Agriculture 
Committee asked if I would come up and testify on this whole area 
of poultry and egg price supports. I have a statement which was 
submitted at that time dealing with the questions which have been 
raised. 

We sought the very best advice we could get on this matter at that 
time, and we stayed out advisedly. 

At that time the Senate committee desired to know who would be 
on this advisory committee, to which reference has been made, and 
we put the list in the record. We discussed it man to man after going 
over this case with the Senate committee, and they seemed satisfied. 
At least, there were few questions raised. 

Mr. Wuitten. We would be glad to have a copy of that submitted 
to the committee at this time. 

Mr. Morss. We would be very glad to make it available. 

Mr. Wuirren. The record shows that there have been 13 freight- 
rate increases since 1932, and every one of them was predicated upon 
laws which were passed which gave bargaining rights and returns on 
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investments. However, farm costs have gone up 12 percent in the 
last 2 years, and income is down 13 percent. As long as you face 
those costs which have come aboat for various reasons, you have got 
to follow through with some degree of balance. I mention that as 
the reasoning behind some obligation to do something about it. 

Mr. Morse. We recognize thet, but in exercising that obligation, 
we want to be very careful that we do not want to do more damage 
than we do good. That was the advice which we received, and | 
assure you that we explored it last spring when we saw this situation 
developing. 

However, the number of eggs which had gone into incubators and 
the eggs which were being hatched for flock replacement caused us to 
call the people together. We consulted widely with people who 
reoresented producers who were ip the vest position to know, and we 
proceeded in the way in which we thought would represent the best 
interests of the farmers. 


POLICY RELATING TO SALE OF COMMODITIES ON COMPETITIVE BASIS 


Mr. Wuirren. Mr. Morse, I should like to point out as a result 
of these policies or lack of policies that since 1938 the agriculture share 
of exports has gone from 28 percent of the total exports down to 19 
percent. 

I have used throughout this hearing the illustration of cotton, which 
| know in detail, but the same applies to most United States agricul- 
tural commodities. 

Further, the record shows that in Asia, from 1945 to 1954, cotton 
production increased from 5 million bales to 9 million bales. 

In South America from 1945 to 1954 it went from 2,044,000 bales 
to 3,003,000 bales. 

This was all during the period when we were holding our-commodi- 
ties of cotton under a world price. That production, too, is figured 
into this acreage reduction which the Department has issued. All of 
those are figured into the formula, which results in a reduction. 

I would like to point out again the way it looks to me: The Com- 
modity Credit Corporation Charter Act authorizes the sale of these 
commodities in export on a competitive basis. It authorizes the sale 
of those commodities to American exporters on a competitive-bid 
basis. Instead of using that authority with regard to many of the 
major commodities, you are trying to go through Public Law 480, 
whereby you have to go through a committee that has representation 
of the State Department, the Treasury Department, the Commerce 
Department, and all the rest. In other words, you are trying to go 
the hard road with all sorts of hurdles in it, where the real benefits go 
to the countries over there, because the currencies will be spent over 
there. The President’s message shows, I believe, that a major portion 
is for their economic welfare. 

You are doing that instead of using a clear-cut authority in the 
charter of selling on a competitive basis. ' 

I cannot understand how anybody can claim he has really tried to 
sell when he follows the hard way instead of the easy way. 

May I tell you that I talked to one of your top men in Paris about 
the troubles they had had in trying to swap this stuff off in Public 
Law 480. He said, “Of course, in this case we ended up selling for 
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dollars.’’ I interrupted to ask, ‘‘Did you ever hear of anything more 
foolish than to try to swap something off when the other fellow wij 
get back what he gives you, when all the time you could have sold i; 
for dollars?” 

The record shows that we are spending over $3 billion in Europe, 
and we will not sell them what we have for dollars. We are trving to 
swap for currency, which we will turn around and give back to them. 

Mr. Morse. I believe we have definite encouragement in the fact 
that this rapid decline in export sales has not only been stopped but 
exports have turned back up. We expect substantial increases jn 
sales. 

Mr. Wuirten. I want to know about the improvement in the State 
Department. When are you going to get them to turn you loose? 

Mr. Morse. I want to point out the fact that some of these features 
of these new laws which Congress enacted last year are not yet opera- 
tive. They will help this situation. 

Mr. Wuirten. Pardon this interruption, but does that law not 
say, ‘This is an additional authority’’? 

Mr. Morse. Yes, sir. 

Mr. Wairren. Does that not clearly contemplate you would use 
what you already had first and then fall back on this? 

Mr. Morse. That is what we are undertaking to do; yes, sir; 
dispose of commodities over and above the market we have otherwise. 

Mr. Wuirren. Could we help you by getting the State Department 
witnesses up here and asking them to turn you loose? 

Mr. Morse. I would not be able to answer that. 

Mr. Wuirren. I am asking you a serious question. We are about 
to wreck the American economy and the American farmer. 


Mr. Morse. As I have already testified, we feel that we are getting 
cooperation and that we are making very substantial progress in this 
whole area. 

Mr. Wuitten. With the State Department? 

Mr. Morse. With the other departments of Government. We 
feel that we can best move on this with their cooperation. 

Mr. Wuittren. You may proceed, Mr. Andersen. 


FLEXIBLE PRICE SUPPORTS 


Mr. AnprERSEN. Mr. Morse, as I look over your general statement 
I personally do not see that the Congress has any course but to 
permit you this additional expenditure limitation. You have to 
have the money necessary to handle the stocks. 

However, to me your entire statement represents one thing: It 
shows the fallacy of what the Congress did last summer in establishing 
flexible price supports. 

I want to point out to you the statement on page 7. Just why have 
we produced 13 billion pounds more of milk than you estimated would 
be produced, which is an all-time record? Why is it necessary that 
the Corporation will acquire about 566 million pounds of dairy 
products more than the amount which you thought last spring would 
be acquired? 

It is simply because the Congress mistakenly—and I think here the 
chickens are beginning to come home to roost quite rapidly—put out 
a psychology of defeatism in the way of lower farm prices through 
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that farm price law last summer. Farm prices are gradually going 
down, and we have reached the point today where we have only 86 
percent of the average of parity for farm prices as of December 31. 

Mr. Morsz. Mr. Congressman, I think one of the most favorable 
developments that is taking place in American agriculture today in 
this area of price supports and related activities is in dairying. "The 
Government bought no butter in December. Production has leveled 
off. The sales of dairy products have increased. 

The parity index on milk has been higher in the latter part of this 
year than when the change was made from 90 down to 75. We feel 
that this is a very encouraging trend that has been established: that 
the dairy industry is headed toward a much more profitable situation. 

Mr. ANDERSEN. Now, Mr. Morse, I will not argue with you on that; 
but nevertheless your statement says that we are milking 500,000 more 
cows today than previously, and that we are producing 13 billion 
pounds more of milk products now. Why is that? Simply because 
the farmers are turning in desperation trying to secure a few addi- 
tional dollars out of their feed grains by enlarging their milk herds 
and their milking operations. 

Right in your own statement, Mr. Morse, you say the Corporation 
will acquire about 566 million pounds of dairy products more than 
the amount upon which the budget estimates are predicated. How 
can you say the picture looks any brighter? 

Mr. Morse. The budget estimate initially was 2 years back. 
This estimate refers to the present fiscal year, which runs through to 
the 30th of June, 1955. The 500,000 cow increase was the increase 
in actual numbers over our estimate of the number on farms on 
January 1, 1954, a year ago. I do not believe the livestock census 


will be out yet for another 30 days or so, so we do not have the trend 
in the calendar year 1954, definitely. 


AVERAGE PARITY LEVEL 


Mr. ANDERSEN. My figures about the present average parity level 
being 86 percent, the lowest since 1941, are correct; are they not? 

Mr. Morse. Yes, sir. 

Mr. ANDERSEN. And. is it not correct to state that the general 
average parity price level has dropped 2 percent in the last 6 months, 
at least? 

Mr. Morse. Yes, sir. 

Mr. AnperseEn. I believe the figure was 88 or 89 percent last May. 

At least I am personally worried about just where that decline is 
going to end. What is being done to halt it? 

Mr. Morse. We think that it has pretty well run its course. 
Before we came into office I believe the decline in the parity ratio 
had been some 19 points in 2 years. 

Mr. ANDERSEN. That is correct. ' 

Mr. Morse. In the 2 years that we have been in office the decline 
has been 8 points. The decline has averaged less than half of the 
decline during the preceding 2 years. 

Mr. ANDERSEN. My recollection is that in January 1953, the parity 
level was about 94 percent. 

Mr. Morse. Yes, sir. 
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Mr. ANDERSEN. In comparison to the high point of 1947 or 1948. 
when it was 115 percent. It has dropped, as you said, 19 parity points 
beneath the top figure and that was the figure in January 1953. 

What I am concerned about is that it has dropped another 8 percent 
in these last 2 years, and-I am beginning to wonder if it is going to 
_~ dropping or if we are on a decline which cannot be halted, Mr. 
Morse. 

Mr. Morse. During that 2 years, of course, the 90 percent rigid 
price supports have continued in effect. The flexible prices, so far as 
the basic crops are concerned, will not begin to take effect until this 
year, and later this year. 

Mr. ANDERSEN. The psychological effect of those so-called flexible 
price supports, however, went into effect due to all that clamor in the 
press last May and June. That has already had a psychological effect, 
just like the announcemert of price support buying programs has a 
stabilizing effect on the market. 

I ascribe the last 3 percent drop from 88 or 89 of last May to this 
time to that. There is nothing to ascribe it to except the adoption of 
the flexible price-support program. 

Mr. Morse. In this last month the all-crop index—that is in the 
crop area where the 90 percent on basics is effective—moved up | 
percent. It has been in livestock and livestock products where there 
have been adjustments; and in poultry, as you have cited. 

Mr. ANperRsEN. I still stand by my statement that as of January 
1, according to the Department’s own figures, the average parity 
index is approximately 86 percent. Is that correct, gentlemen? 

Mr. Morse. Yes. That was the December 15 price index. 

Mr. AnperSEN. That is all, Mr. Chairman, 

Mr. Warrren. Mr. Marshall. 


INCREASED RESPONSIBILITIES OF AGRICULTURAL STABILIZATION AND 
CONSERVATION OFFICERS 


Mr. Marsa. On your istatement on page 10 you state, Mr, 
Morse, that the remainder of the incre: ise, $898,000, is due to the 
increased responsibilities of the State agricultural stabilization and 
conservation offices. What increased responsibilities do they have? 

Mr. Morse. I would ask Mr. Beach to discuss this. 

May I make one point, Mr. Chairman, gentlemen of the committee, 
and Mr. Marshall, you see, last year we came before Congress twice 
and got this borrowing authority increased. This adjustment of 
budget goes back to a 2-year-old estimate. In anticipation of this 
increased load we got our borrowing authority increased, but there 
was no comparable increase in funds to cover administrative costs. 
This is what we are faced with now. 

I just wanted to make that overall statement. Mr. Beach, could 
you answer the Congressman’s question? 
~ Mr. Beacu. The figure was $898,000, I think, Mr. Marshall, that 
you referred to. That is designed to do an overall job of increasing 
the degree of supervision that the State offices are in a position to 
give the county offices with respect primarily to the price-support 
program. 

There has been a tremendous increase in the responsibilities of the 
county offices, in terms of workload, from the fiscal year 1954 to the 
fiscal year 1955, as we indicated in the justifications submitted. 
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Mr. Marswa.u. If I may interrupt, maybe I misunderstand. I 
understood from your statement that the amount before was being 
charged for the increase of workload, and that this separate fund you 
are approaching here in your justification was for some additional 
responsibility. 

Mr. Bracu. No, sir. It ties in to the increase in workload. 

Mr. MarsHauu. Then why do you break it down? Why do you 
not put it all in as a workload? 

Mr. Beacn. Sir, there is an increase in responsibility in the State 
offices. The work of liquidating the price-support loans, which, under 
the decentralized loan program, has been a responsibility of the county 
offices, is being shifted effective January 1 to the State offices. It 
did not work. In other words, the relationship between the com- 
modity office, which handled overall accounting for all these loans, 
and each individual county, was too burdensome to enable them to 
reconcile out the loan accounts at the county level. They have 
changed the policy and placed the responsibility on the State office for 
seeing that the county loan accounts are reconciled in that State. 
The State office then works directly with the commodity office, which 
means the commodity offices work directly with the 48 States on the 
loans of those States, and each of the State offices works with the 
counties in the State. That is a change from the operation last year, 

The reason we set it out separately is to indicate where these 
increases are taking place. ‘There is an increase in the workload at 
State level because of the tremendous increase in the workload at the 
county level. There is more supervision, more program-specialist 
time, more farmer field time, more auditor time, and so on, required 
in the State offices as a result of the big increase in program volume 
in the counties. Some of the increases are very large. 

The list of commodities and the increased volume on each is shown 
in the justifications. Take collateral acquisition, which is a very big 
job in the county offices and needs close supervision from the State- 
office level. For barley there was 402 percent increase from the 
fiscal year 1954 to the fiscal year 1955. Oats increased 329 percent. 
Rye increased 310 percent. Grain sorghums increased 83 percent. 
Soybeans increased 61 percent. Corn increased 28 percent. Like- 
wise there was a 963-percent increase in the amount of barley loans 
outstanding over the preceding year, and large increases occurred in 
most other commodity loans. 

The figures are tremendous from the standpoint of percentages 
Obviously you do not need a percentage increase like that in operating 
expense, but the auditors have criticized the administration of the 
State and county offices in many respects, and most of their criti- 
cisms go directly back to the lack of adequate supervision and direc- 
tion from the State offices. That is what is being attempted here, to 
get a start on improving that situation. 

Mr. Marsnauu. T hat is a bit inter ‘esting to me, Mr. Beach. I was 
in a county in my district, and a county committeeman was talking 
with me. He said, “In our county we have three men out chee ‘king 
corn at these bin sites. Formerly we had one.” I said, ‘What is 
the reason for the increase?’ He said, “I do not know.” I said, 
“Could one man not handle it?” He said, “He always used to handle 
it, but now I do not have any authority any more. The State office 
is handling that.” 
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So you have 3 men compared to 1 doing work that could be done 
by 1. Is that the customary way? 

Mr. Beacu. No, sir; that is a circumstance I know nothing about. 
As has been pointed out to the committee before, the expenses of the 
county offices in handling these programs are not borne from this 
limitation. They are borne from the capital funds of the Corporation 
under an authorization by the Board of Directors. 

Mr. Marswauu. Are these three men in a county like that charged 
to the county? 

Mr. Beacu. Yes, sir. 

Mr. MarsHatu. Or to the State? 

Mr. Bracu. They are charged to the county. 

Mr. MarsHauL. They are charged to the county? 

Mr. Bracu. If they are working out of the county office. 

Mr. MarsnHauu. Who hires these three men? 

Mr. Bracu. The county committee has full responsibility. 

Mr. Marsnatu. They hire the three men? 

Mr. Beacn. Yes, sir. 

Mr. MarsHauu. Then this county committeeman must be mis- 
informed. He does have some responsibility? 

Mr. Breacu. Under the established procedure the county committee 
has full authority for hirmg and firing, including the county manager. 

Mr. MarsnHatu. He insisted to me they were employees of the 
State. 

Mr. Morse. We would be glad to have information about such in- 
stances and check into them. 

Mr. Bracu. There is a possibility that they had members of one of 
these roving crews that they utilize in some of these States. I do not 
know the situation in Minnesota, but in some States they have crews 
that go from one county to another to assist at peak-load time, par- 
ticularly in the maintenance of the bins, but not necessarily in han- 
dling grain in and out of the bin. 

Mr. MarsHatt. This $898,000 you are asking for would have no 
relation to that? 

Mr. Beacu. No, sir; this would have relationship only with respect 
to the supervision that the States give the counties and not what 
counties do in the way of handling workload themselves. This would 
go to pay farmer fieldmen’s salaries, administrative officers’ salaries, 
program specialists’ salaries, and all that. 


INCREASE IN PERSONNEL 


Mr. MarsHauu. Do you have any breakdown of this $898,000 that 
would show how much increased personnel is involved? 

Mr. Bracu. Yes, sir; I can indicate how many the additional 
people would be. 

There is one other aspect I did not describe to you, and that was the 
portion of the increase that related to the increased supervision of the 
grain-bin program itself. Included in that $898,000 is $188,000 for 
the employment in the Washington office of a very small number of 
people, and in the State offices of a small number of people, who have 
one responsibility, and the one responsibility only, and that is super- 
vision and direction of the bin program in the States. We are only 
putting those people in the States where there are a large number of 
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bins—lowa, Minnesota, Nebraska, and so forth. There are 14 
States involved. 

There will be one man reporting to the administrative officer in 
that State office whose sole responsibility is supervision and direction 
of the bin operation in the county. There will be 1 man in the area 
director’s office in Washington, covering say 5 or 6 States, in which 
that particular State is located, whose ‘sole responsibility is working 
with the States on that. And there will be one top man working with 
the Grain Division in W ashington to be certain that the whole thing 
works together and operates as it should. 

There has been a good deal of criticism and it ties back to Mr. 
Andersen’s criticism of last vear. 

Mr. MarsHaty. You will recall, though, that a year ago in a 
comment before this committee Mr. Andersen, who was then chair- 
man—— 

Mr. Beacn. That is correct. 

Mr. MarsHauty. Was very insistent that the responsibility of 
county committeeman be not removed. 

Mr. Beacn. This does not remove it at all. The main purpose of 
this change is to have qualified people get out and give the State and 
county offices assistance no one else is in a position to give. They 
have to be trained men. They have to know the business of handling 
of grain, the fumigation of it, the maintenance of structures, and the 
need for storage in areas where the problem arises. We believe that 
this will have quite an influence in improving those operations. 

There are 38 people involved in that particular part of the increase 
for the country as a whole, but in the $898,000 as a whole, there is a 
total of 142. The total number of people we have in the State offices 
working on CCC matters is 419. Considering that they are super- 
vising and directing all the counties that have all the CCC price- 
support business, that is not a very large number. 

Mr. MarsHatu. Do vou have a breakdown of the $898,000? 

Mr. Beacu. Of that total, $710,000—— 

Mr. Marswatu. Could you put a breakdown of that figure in the 
record? 

Mr. Bracu. Yes, sir. 

Mr. Marsna tt. I should like to have a specific breakdown of that, 
showing just what you have charged. 

Mr. Bracu. In other words, how we plan to use it? 

Mr. MarsnHatu. That is right. 

Mr. Bracu. Much of it has already been allocated. 

(The information is as follows:) 


Number of 


Position man-years 
inv ion 





mer fieldmen ---- 
County office auditors - 
Pr rogram specialists 
{ rks 
i ras - 


Stenographers and ty pists__- i 


Total_. 
n Storage specialists and assistants_-_-_-. 


Grand total. 
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EGG PROGRAM 


Mr. MarsHa.tu. Coming back to the matter of eggs, since we were 
talking about eggs a moment ago, how many eggs do you contemplate 


buying under this new proposal? You were talking about buyi ing 
those eggs in January. 


Mr. Morse. Yes; 2 million pounds. 

Mr. Ricuarps. I think the ratio is 3 dozen to 1 pound. 

Mr. Morse. That is not a price-support operation, as I say. That 
is for school-lunch use. 

Mr. Bereer. You had a special request, Mr. Morse, from the 
school-lunch people wanting to try out this new type of dried egg. 
There are only about four plants in the United States today able to 
make this new type of dried egg. They wanted to try it out to see 
if it would not be possible for them to use a larger quantity of dried 
eggs. if they had the new type of dried egg. 

You see, they partially remove a bit ‘of the sugar out of the egg 
and get a much better tasting scrambled egg than you did from the 
old eggs, which so many people dislike, particularly the veterans. 

Mr. Marsuatt. Is that charged to the administrative cost of this 
program? 

Mr. Bercrer. No. 

Mr. Marsuauu. Then we will take that up when it comes up. 

Mr. Bercer. They did a brilliant piece of research, you might 
say. 

Mr. MarsHauu. We will go into that when we come to it. 


MILK CONSUMPTION 


Mr. Whitten was talking with you about some of our foreign-market 
proLlems. In the January 9 issue of the St. Paul Pioneer Press there 
is en editorial by Mr. Stedman. Mr. Stedman states in that editorial, 
a3 i recall, that there are many milk centers in this country—this is 
not foreign; this is in the United States—where the milk consumption 
could be doubled to supply health needs were it not for the monopo- 
listi restrictive orders placed in those areas. 

What is the Commodity Credit Corporation doing about that? 

Mr. Morss. Well, that would come in the area, | think, primarily 
of the Agric ultural Marketing Service. There is a reexamination 
under way of these milk orders, as to what improvements might be 
made in them and how they might be more effectively handled. Part 
of that story which the editorial may have related to, of course, is 
the State authority that is exercised and the sanitary ‘authorities of 
cities and districts, over which we do not have jurisdiction as a 
Federal authority. 

Mr. MarsHa.t. I think the dairy industry in this country, particu- 
larly from our area, is looking to the Department of Agriculture to 
make some suggestions. 

Mr. Morse. As I say, there is an active reexamination of that 
matter. The extent we can go relative to these marketing orders 
which are under Federal authority is limited, and these State and 
local authorities over which we do not have jurisdiction account for 
a great deal of that limitation in the movement of milk. 

Mr. MarsHau. You were commenting a moment ago about the 
parity on so-called basic commodities, I believe. You have in effect 
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a modernized parity on milk which will further lower the price of 
milk; have you not? Will you tell us what that parity formula is? 

Mr. Morse. I can assure you that we are aware of that situation. 
It will be examined as we approach the date. 

Mr. MarsHauu. This already has taken effect; has it not? 

Mr. Morssg. No. 

Mr. MarsHaLu. The formula already is set; is it not? 

Mr. Ricwarps. I think what you have reference to is the parity 
equivalent for manufacturing milk. The Department first got out a 
parity price for all milk, and then back in 1948, or 1949, at the request 
of the House Agriculture Committee, I think, a parity equivalent for 
manufacturing milk was gotten out based on the relationship between 
the price of manufacturing milk for a relatively short period, that is 
from July 1946 until July of 1948, as I recall it. 

A little less than a year ago, that was revised to include a longer 
period, I think including up to 1953. That now brings the relation- 
ship from 80 to 88'4 percent to 84 percent. That is the change | think 
you have reference to. 

Depending on the level of price support it might affect the support 
level. It lowers the parity equivalent for manufacturing milk, but 
of course the minimum support level is 75 percent and it would affect 
only the support prices depending on whether 75 was the level or 
some other figure was the level. 

Mr. MarsHa.t, It is obvious it will not affect the price support of 
milk in these areas where they have these milk-marketing agreements. 
It has no effect there. It affects only the territory outside. 

Mr. Ricuarps. Mr. Marshall, all the areas except a few produce a 
large quantity of manufacturing milk. It goes into manufacturing 
purposes. 

Mr. MarsHa.t, I as a dairyman, the only thing I can look forward 
to, then, in my area, where I am unable to deliver my milk in one of 
these centers that have a milk-market agreement and where I deliver 
milk, is to look forward to a lower price of milk in April. 

Mr. Bercer. Only on the basis of the manufacturing portion of it. 

Mr. Morse. April is not yet here. We are watching all of these 
situations. As I have related, no butter purchases were made during 
December. The developments that take place and how rapidly they 
take place, we are watching closely. 

We are conscious that this is ahead of us. 

Mr. Marsuauu. Then do I understand you, Mr. Morse, to say 
that if the dairy situation continues to look as favorable as it is that 
you may raise dairy supports to compensate for this loss of the 
formula? 

Mr. Morse. We have not yet made any decisions on that. 

Mr. MarsHa.u. But there is that possibility? 

Mr. Morse. We are aware of the fact that this will come into 
effect unless there is some other development. As long as the market 
price is operating above that, of course, the minimum price support 
on dairy products is not effective. It was not effective in December 
as far as butter was concerned. Otherwise I assume we would have 
bought butter. 

Mr. Ricuarps. This change was made after the price-support level 
for this year was determined. It was made im May of 1954, after the 
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price-support program was announced. It has not affected the price. 
support program as yet. 

I might say, Mr. Marshall, that the failure of the Department to 
change that parity equivalent led to a rather severe criticism from the 
General Accounting Office because we had failed to act after having 
several years of additional information to base our figures upon and 
we relied only on relatively old data. 

Mr. Wuitten. Mr. Horan? 


DISCUSSION OF MECHANICS OF DISPOSAL PROGRAM 


Mr. Horan. I want to get this picture straight in my own mind, 
I think one of the duties of this Committee on Appropriations is to 
review the work of the Department, which often leads to the amending 
or creation of new law on the part of our legislative brethren in the 
other committees. It may be that a discussion such as this, and | 
have been interested in all of it, might indicate some things that ought 
to be done as we go along in working out this problem. 

I would like to refer to your statement on page 10—‘‘on the disposal 
side of the picture’’—and I leave out the next sentence 
we have received the best advice possible from sources outside the Commodity 
Stabilization Service, including the Foreign Agricultural Service, the Foreign 
Operations Administration, the Agricultural Marketing Services, and the Agri- 
cultural Credit Service as to the volume and timing of the disposal programs 
which they originate and we merely implement. 

Will you spell that out a little more? 

Mr. Morsn. Take the school-lunch program, for instance—the 
operation is through our Agricultural Marketing Service, and the rate 
and the time of disposal through those channels, would be handled in 
Agricultural Marketing Service. 

The Foreign Agricultural Service determines what the foreign out- 
lets are, and what the foreign sales possibilities are as they see them 
developing, in attempting to arrive at future volume and time of 
movement. We have gotten their best judgment. The Foreign 
Operations Administration has not only $300 million authority out of 
this Public Law 480, but they have $350 million authority beside 
that. 

Mr. Horan. This is true: You offer to make loans at a certain 
rate per bushel or per unit of any commodity that is under price 
support? 

Mr. Morse. Yes; that is correct. 

Mr. Horan. You make the loan and then you acquire that com- 
modity and are responsible then for storing it? 

Mr. Morse. Yes, sir. 

Mr. Horan. When it comes to the disposal side do you actually 
make the sale? 

Mr. Morse. That is handled through private trade. But suppose 
that Foreign Operations Administration, for instance, decides that 
they are going to move a certain quantity of product into, say, Greece, 
then they turn to us to get that loaded out, in shape to ship, and 
so on. Then immediately the additional workload comes on to us 
and steps up our cost, and that cost becomes part of what we are 
trying to estimate here. 

If they don’t move it, it sits there and there is much less administra- 
tive cost as compared to the situation when disposals are heavy. If 
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ihey decide to move a quantity of commodities, a cost comes back 
on us as We implement that movement. 

Mr. Ricnarps. On the actual mechanics of that, Mr. Horan, the 
FOA people will issue a procurement authorization to the foreign coun- 
ry and the foreign country through their private trade normally 
turns it over to our private trade, and then they will come to us to 
buy the products. That is about how it works as to the mechanics of it. 

We actually make the sale and CCC actually transfers title. But 
knowing when these procurement authorizations might be issued and 
ihe timing of them is something we can get better from the FOA. 

Mr. Horan. Obviously, as our chairman has indicated, and others 
on the subcommittee, there is room for improvement in our disposal 
program, and even in its mechanics. We are hopeful, of course, that 
the program at long last as in process, that of placing our foreign 
agricultural service and our attachés directly under the Secretary and 
it will pay off, that we are retooling the Department in the direction 
of making these disposal programs actually wise in operation. 

It has been in the press so I am not violating any confidence, I 
imagine, but frankly in the Ladejinsky case it is my understanding 
that the Department is trying to get men in the field in the attachés’ 
post who are not reformers but they are men who can help us in the 
problems we have at home, in this case the disposal of our tremendous 
surpluses. Is that understanding correct? As far as I am concerned 
it might have been unwise to call him a security case but the facts of 
the case were that you didn’t rehire him. Isn’t that the situation? 

Mr. Morse. That is the case. We are very anxious, to function 
effectively, particularly in this marketing field. As the chairman has 
brought out here, we are in a different world situation, economically 
and otherwise. The world needs and apparently it can acquire more 
of these surplus commodities if we get our sales forces, sales promotion, 
and sales development effectively tooled up and operating. We are 
looking very hopefully to what can be accomplished through the 
agricultural attachés, and as you indicate we want men who are best 
equipped by training and experience to handle those jobs on the new 
basis and not necessarily on the basis that has operated in the past. 

I had a group representing one of our major commodities in the 
office recently, and the thing they talked about most, and on which 
they put the most emphasis, was the hope with which they looked 
forward to what was going to be accomplished through these agri- 
cultural attachés. 

Mr. Horan. I want to make this crystal clear. Personally I am 
not a critic of Ladejinsky. He has a tremendous and fine record 
insofar as I am concerned. 

I do want my own position known with regard to foreign markets. 
I expect our attachés for agriculture to work for the American farmer 
and through the Secretary of Agriculture. I don’t know that a man 
who is world famous as a land reformer has any particular place 
representing us as an agricultural attaché. I think a mistake was 
made in asserting that he was a security risk, because from where | 
sit that doesn’t appear to have been the case. It was merely a matter 
of this man having left the Department of Agriculture and it was a 
matter of rehiring him; wasn’t it? 

Then why didn’t somebody down there take all the onus out of it 
and tell Mr. Ladejinsky “We are not hiring experts in land reform in 
‘ther countries to represent us as agricultural attachés’’? 
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Mr. Morss. We are glad to get your observation, Mr. Congressman. 

Mr. Horan. That observation comes from ‘a Statement the 
Secretary himself made. 

Mr. Morsr. Yes, sir. 

Mr. Horan. I am awfully sorry that for some reason or other we 
had to dip into the security angle on this thing. I think that was 
unfortunate. 

Mr. Horan. You make the statement: 

If the volume of commodities moved in these disposal programs increases, jf 


the disposal programs are successful, it will cost more to operate Cominodity 
Credit. Corporation. 


Would you clear that up? 

Mr. Morse. Again it is a matter of unexpected demand or moye- 
ment. I suppose again we could go back to the Foreign Operations 
Administration, where they have $650 million authorization total. 
I use it merely by way of illustration. 

Suppose that the situation develops in some countr Vv, or one or more 
countries, which we do not now foresee, where there is a movement of 
a sizable smourt of commodities, not now foreseen. It could step 
up our costs beyond what is estimated here. We believe, however, 
that the request here will enable us to operate through the rest of this 
fiscal year. 

As we have indicated, if there is less movement of these commodities 
than we now estimate, we might not have use for all of this. On the 
other hand we run as much risk on the other side and we think this 
estimate is as realistic as we can make it. 

Mr. Horan. I would like to see headway made. 

Mr. Beacu. As an example, $453 million under title I of Public 
Law 480 is shown in the President’s message. The best figure we 
could get 2 or 3 weeks ago is about $400 million. We think that 
figure is still all right because the transactions won’t affect CCC 
administrative costs until late in the fiscal year 

Mr. Horan. You have authority to sell to exporters, as Mr. 
Whitten pointed out, under the charter, and you have an additional 
authority to sell under Public Law 480. 

What is wrong with Mr. Whitten’s suggestion? Of course I think 
myself it is a subsidy. Why aren’t you doing it? 

‘Mr. Morss. We have been actively studying this matter through 
this past year. We have one commodity report which is due, I believe, 
the Ist of February, on rice, which is in response to a request by Con- 
gress dealing with the two-price system. These matters have been 
actively under consideration, and we are getting the best judgments 
we can. 

In light of the discussion with Congressman Whitten, I want to 
go back and take another look at just what we have had in the way of 
advice and counsel on this. We will be coming forward with this other 
commodity study which gets into this area of selling abroad at one 
price against the other, and what it does to private trade and whether 
it is good for the commodity’ s future itself. 

I would like to express an opinion on this point after studying it 
further. 

Mr. Horan. May I make one observation: I had the feeling in my 
several trips abroad that the morale of our agricultural representa- 
tives abroad was not very high. I do hope that the things we have 
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done by new laws and by action of this subcommittee, because we 
have been intensely interested in it, will build a high morale for the 
men in the Foreign Service and in the attachés’ positions who are 
dedicated to the business of helping the American farmer in his proper 
lace in world markets. I hope we are moving in that direction. 

The only reason I brought Ladejinsky into this at all is that we do 
not want to see a repetition—at least I don’t because I am verv jeal- 
ous of the part that I had with many others in the Congress in at 
least getting the attachés back in the Department—I don’t like to 
see anything happen that can in any way impair our ability to get the 
very best men in those jobs and keep them there and keep them happy 
and working. That is the danger we may have unless we are careful 
in that direction because it does affect the men and sometimes those 
we want to recruit. 

[ don’t think I am telling you anything you do not already know 
and realize. I wanted to express myself. 

Mr. Morse. We fully share that concern. I can assure you we 
will do everything we can to work in that direction. 

We have some outstanding men among our agricultural attachés 
and I think they are going to need to be freed of some class procedures, 
they are going to be given new tools and directives, and perhaps 
maybe even some retraining in instances to get them into channels of 
this effort, in connection with this contemplated transfer. 


FORMULA FOR AGREEMENTS UNDER TITLE I OF PUBLIC LAW 480 


Mr. Horan. Please insert in the record at this point a brief state- 
ment indicating why each of the contracts under title | of Public Law 
480 must be handled individually. 

(The information requested follows.) 

There is no standard formula for agreements under title I of Publie Law 480. 
The foreign currency uses negotiated vary widely among countries depending on 
the ability of the particular country to supply services and materials for United 
States use, the financial position of the country, and the possibility of using a 
portion of the funds on a loan basis to further economic development of the 
country. Also, exchange-rate provisions to protect the purchasing power of 
foreign currency acquired differ according to the stability of the foreign currency 
acquired. In some countries the official rate is satisfactory. In others carefully 
developed exchange rate guaranties must be included. This is particularly true 
in those countries which have multiple foreign exchange rates. Another condition 
which varies among the different negotiations is the usual marketing guaranty 
required to protect our regular commercial marketings. These guaranties are 
based on an analysis of what we expect the United States private traders to sell 
through devices other than title I. No standard formula is feasible to determine 
what the usual marketing figure should be for all countries. 


Mr. Horan. That is all, Mr. Chairman. 
EFFECT OF PRICE SUPPORTS ON BUILDUP OF STOCKS 


Mr. Wurrren. Mr. Morse, in conclusion I would like to say that I 
have sat on this subcommittee dealing with the Commodity Credit 
Corporation for approximately 10 years. I served 4 vears as chairman. 
There is no question in my mind, based on all that experience and all 
the testimony, including your own, but that the matter of price sup- 
ports, at whatever level they are, is not the reason for the great 
buildup in Commodity Credit Corporation stocks. The reason for the 
buildup in Commodity Credit Corporation stocks comes from a failure 
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to use the authority in the charter to sell those commodities in wor|( 
trade competitively. 

I put tables in the record which show that Europe, at least, has 
dollars. I have been over there and there is no question but tha; 
many, many sales are just waiting for the time when you will sell on g 
competitive-bid basis to American exporters, the best salesmen in the 
world. Whatever the support price is, you will have to use th 
authority in the charter. We could not get the Department to make 
sales under that authority and apparently the sum and substance of j; 
was that the Department of State and the folks in our toreign-aid 
program have stymied the Department from doing what it is author- 
ized to do under that charter. Last year Public Law 480 was passed. 
It is my observation that Congress was pushed into passing Public 
Law 480 because it took that to get the State Department to approve 
an agricultural bill. 

When you analyze Public Law 480, it provides that only 10 percent 
of these foreign currencies you would sell for would be under the 
control of Congress, and the President could waive that. Yet the 
basis of your testimony here and of the President’s speech is the effor: 
being made through this hard road of adding to foreign aid and nothing 
about selling competitively to restore to the American farmer his fair 
share of the foreign market. 

I would like your comment on this, and I do not know if it would 
help you to break out from under the State Department’s attitude or 
not. One way to handle this*would be to increase the funds and 
provide that no part of them for the administration of the Commodity 


Credit Corporation be used to handle any commodity under Public 
Law 480 unless an equal amount of that commodity were offered to 
the American export trade on a competitive bid basis. Under that 
you could not run the Commodity Credit Corporation unless they let 
you offer to sell what you have got. 


COMMODITIES OFFERED ON WORLD MARKETS COMPETITIVELY 


Mr. Morstr. I have been handed this memorandum and we woul( 
like to correct in the record the list of all commodities that have been 
offered on the world markets competitively: Barley, oats, flaxseed, 
linseed oil, rye, sorghum grains, peanuts, butter, dry whey, vetcl, 
olive oil, tung oil, cottonseed oil, and edible beans. 

Mr. Wuirten. That leads to a further question. When you sa\ 
competitive bidding, what do you mean? 

Mr. Bereer. Open competitive bids. 

Mr. Wuirren. To American exporters? 

Mr. Bercer. That is right. 

Mr. Wuirren. How much have you sold of those commodities. 
What is the dollar value? 

Mr. Morse. Early this year we had 1.5 billion pounds of edible oils 
in our stocks. Primarily due to sales, our present inventories are 10 
the neighborhood of 300 million to 400 million pounds. 

Mr. Bracu. We now have 354 million pounds of refined cottonseeé 
oil. 

Mr. Morse. That is perhaps the most dramatic export movemet! 
in the way of sales, but it shows the extent to which we are movilg 
into these world markets. 
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Mr. Wuirren. Mr. Morse, I would like to congratulate you and 
express IMy appreciation to you, because if there was any proof | 
needed that I was right, you have just made it. It shows what vou 
can do if you move. If you want to sell anything, the first thing you 
have to do is offer it for sale and make the price right. Having this 
concrete case in your own Department, I do not see why vou let the 
State Department make you hold these commodities off the world 
market. 

Mr. Morse. You would be aware of the fact that these disposals 
have been at substantial losses? 

Mr. Wurrren. Could I ask if you lost as much by selling what vou 
did not need as you would by keeping it and letting it go bad? 

Mr. Morss. They are pretty storable with turnover. 

Mr. Wurrren. Is that true of cottonseed oil? 

Mr. Morse. We need to consider future demands, storage costs, 
and many other factors. 

I want to explain to the committee, and I am sure the Secretary 
would want me to explain, that he regretted that on short notice and 
because of very important appointments he had to handle this after- 
noon he could not be with you this afternoon. If it would serve the 
purposes of the committee for him to be with you tomorrow, I would 
like to discuss it with him and express your desire in that regard. 

Mr. Wuirren. I understood it was impossible for him to be here 
until after the middle of the afternoon, which would be too late. We 
are available tomorrow morning and I plan to be here. The reason the 
committee is meeting prior to the organization of the full committee 
was at the instance of the Department, and immediately on calling the 
meeting I advised the clerk that we wanted Mr. Benson to be here 
since it involved a matter of policy. 

Mr. Morss. I had hoped that I might go far enough in the expres- 
sion of policy to serve the purposes of the committee, but I will cer- 
tainly discuss with the Secretary your desire. 

Mr. Wuitten. You conducted yourself very well. You just did 
not say how you could get around the State Department. 

Mr. Morse. May I express my personal appreciation for the 
information and what I gained from meeting here before this com- 
mittee. It has been very useful to me and I know it has to others of 
the Department who have had these discussions with you. And I 
would like to say that we believe very substantial progress is being 
made in the area of disposal. We think we are on the way, and if it 
is practical to move faster, that, I am sure, would be our desire. 

Mr. Wuitren. If we can help you move faster, we will stand at 
your side willing to cooperate fully. I do not know what we can do 
until you get ready to offer the commodities for sale. 

Thank you, gentlemen. 





WEDNESDAY, JANUARY 12, 1955. 


Mr. Wuirren. Mr. Secretary, we are pleased to have you and Mr. 
McConnell and the other gentlemen here for further consideration of 
this request to increase the funds available for the administration of 
the Commodity Credit Corporation and its stocks of agricultural 
commodities. ; 

Do you have any general statement you would like to present? 
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GENERAL STATEMENT OF THE SECRETARY 


Secretary Benson. Mr. Chairman, I appreciate this opportunity 
which you have provided for me to come here this morning. I only 
regret that because of the late word that came I was unable to come 
yesterday when Mr. Morse came up. I am very pleased to be here 
this morning and to have members of my staff here. We hope we 
have information that may be helpful to the committee. We appre. 
ciate your prompt consideration of our request. 

I have a brief statement here of just a couple of pages I would like 
to run through if you do not mind. 

Mr. Wuirren. We would be glad to hear it. 

Secretary Benson. Mr. ( ‘hairman and gentlemen, Mr. Morse, 
Under Secretary of Agriculture, and President of the Commodity 
Credit Corporation, appeared before this subcommittee yesterday in 
behalf of the supple ee authorization for CCC admeinigtaiiiens eX- 
penses for the fiscal year 1955. 1 understand that questions relating 
to the necessity for the i increased authorization were covered in that 
hearing. 

You discussed with Mr. Morse certain policy and procedure ques- 
tions having to do particularly with disposal of surplus farm products 
abroad. Mr. Morse testified with full authority from me and as 
President of the oem Credit Corporation. I am glad to re- 
spond to your request that I also discuss these matters with the 
committee. 1 understand the principal questions on policy and pro- 
cedure were along the following lines: 

We are selling increasing numbers of surplus commodities on 
the world markets and expect the sales and disposals abroad to 
be expanded under the broadened authority given under the laws 
passed by the 83d Congress. During 1954 we sold competitively 
on the world markets the followi ing surplus commodities: Peanuts, 
cottonseed oil, linseed oil, butter, rye, oats, grain sorghums, whey, 
flaxseed, olive oil, hairy vetch, common vetch, dry ‘edible beans, 
tung oil, and barley. 

Wheat is being sold under the International Wheat Agreement 
and outside of the agreement at world prices. 

Cotton is being sold on the world markets by the cotton trade, 

In the 1953 marketing year the sales were 3,200,000 bales. 

The estimate for the 1954 marke ‘ting year is 4,500,000 bales. 

We are getting the active cooperation and help of other departments 
of Government such as State, Treasury, Foreign Operations Admin- 
istration, and so forth. 

The transfer of agricultural attachés is being completed, 
as authorized by the 83d Congress. We expect to aggressively 
carry forward a program of redirecting the efforts of the agri- 
cultural attachés in a way that will best serve the interests ol 
American agriculture. As Mr. Morse explained yesterday, there 
will be increasing emphasis on development of markets through 
the assistance of the agricultural attachés. 

3. We are definitely encouraged with the progress that 1s 
being made in the movement of agricultural products into use 
both domestics ally and abroad. As the work of Congress pro- 
gresses, we will be reporting more in detail on what has beet 
accomplished and what the future holds. 
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We expect 1955 exports of farm products to exceed those of last 
year by 10 percent. 
’ That is the brief statement, Mr. Chairman. 

Mr. Warrren. Thank you, Mr. Secretary. 


MEANS USED TO REDUCE VOLUME OF STOCKS OF COMMODITIES UNDER 
CCC OPERATIONS 


The record shows that this increase of approximately 42 percent 
in the administration cost of handling the Commodity Credit Corpo- 
ration Operations is tied into and largely results from the increased 
volume of commodities which that Corporation owns. 

The record shows that you have taken several actions tending to 
reduce the commodities which are in the hands of the Commodity 
Credit Corporation and to hold down the quantity which it would 
hold in the future. 

According to Mr. Morse’s statement those actions were several, as 
follows, though he did not necessarily put them in this order: 

First, there was a reduction in the fixed support price of the basic 
commodities which were put under the flexible provisions, which was 
82 percent. 

Another action which the Department had taken, according to the 
record, was to issue restrictions and reductions on acreage, and other 
actions to reduce the total amount of production, with a reduced 
support price in connection with dairy products. 

In addition there was the question of sales, which is a problem that 
we have had and one that I have taken issue with throughout the 
years. I refer to the lack of a sales policy. 

In addition to that it was pointed out in the questioning that there 
had been a change in the parity formula whereunder there could be 
a reduction in parity itself not to exceed 5 percent in any given year. 

Is that substantially correct? 

Secretary Benson. Well, I think you have mentioned the major 
items. Of course, the flexible price support provision on the basic 
commodities does not become operative until on the 1955 crops, as 
you understand. As near as we can estimate now, the only one that 
will probably be at the minimum of 82}; will be wheat. 

Mr. Wnairten. Yes, sir. 

Secretary Benson. In the field of sales, of course, as you well know 
and as the committee knows, we have tried to strengthen the Depart- 
ment, particularly in this field of marketing. We feel that through 
the years we have emphasized production but there has not been the 
emphasis on marketing and merchandising and sales and market ex- 
pansion that there might have been, so in our reorganization of the 
Department, as authorized by Congress, we tried to strengthen both 
our domestic and foreign marketing agencies. . 

We are now offering commodities on world markets, as the brief 
statement indicated, and we are trying to push that. We think it is 
important we do push it. We think that the action taken by the 
Congress providing for the agricultural attachés to come into the 
Department of Agriculture is going to help. ; 

We look upon these men as representatives of American agriculture 
abroad, who can interpret to people abroad our agricultural policies 
and programs and needs, help to open door and expand markets 
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abroad, and at the same time reflect back to us agricultural conditions 
in those countries, as well as the opportunities abroad. 

As to parity, there is no change in the parity until 1956. Then this 
5-percent provision starts to become operative, in moving from the old 
to the new parity base on those commodities that are not already on 
the new parity base. 

Mr. Wuirren. What will the new parity be, for the so-called 
modernized parity, once you have reached it on your 5-percent steps? 

Secretary Benson. After 1955, the movement starts at 5 percent 
per year and the support level will be between 75 and 90 percent of 
parity. If I remember correctly—and Mr. Wells can check me on 
this—there are four commodities that are not already on the modem 
parity base. 

Mr. Wuirren. What are those commodities? 

Secretary Benson. They are wheat, cotton, peanuts, and corn, 
Those are the four. 

Mr. Wuirren. Those actions have been taken by the Congress 
during the last session? 

Secretary Benson. Right. 


POLICY RELATING TO SALE OF COMMODITIES ON COMPETITIVE BASIS 


Mr. Wurrren. Last year Mr. Morse testified that the sales policy 
of the Department of Agriculture for those commodities that were 
offered for sale—though some commodities were not offered for sale 
at all, except at the support level—was that they were offered at a 
prevailing price; that the Department analyzed the prevailing world 
price, announced her commodities at that price, and then our com- 
petitors, of course, could come just under that price and get the 
market and come to us to take up the slack. We took strong issue 
with any such sales policy as that, and I understand that since that 
time whey, barley, beans, flaxseed, grain sorghums, oats, rice, cotton- 
seed oil and linseed oil have been offered on a competitive-bid basis 
to American exporters for export. 

The record shows we have collected some $453 million from that 
change in policy, where these commodities were sold on a competitive- 
bid basis. 

What other efforts are you making now to move these other com- 
modities into world trade, which commoditities would include cotton, 
upland, linters, butter, cheese, corn, rice, seeds, hay and pasture, 
wheat, rosin, turpentine, tobacco, and wool. 

What are you trying to do at the present time and what is your 
policy so far as selling those commodities is concerned? 

Secretary Benson. In a word our policy is, Mr. Chairman, that we 
offer commodities which are held in surplus by Commodity Credit 
Corporation at competitive world prices. In some cases they will be 
offered on a bid basis. Our objective is to vigorously attempt to move 
these commodities into world-trade channels, using the regular chan- 
nels of trade wherever possible. 

Mr. Wuirren. The testimony shows that, with regard to the com- 
modities I have mentioned, they are not offered on a competitive-bid 
basis. According to the people I talked to from your own Department 
of Agriculture throughout Europe, you are not telling your own 
people that you will match our competitors’ prices, so that we still 
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offer them on a prevailing world price. That is the statement of your 
own representatives in Europe. : 

As a matter of fact you are not offering these on a match-the- 
competitor basis nor on a competitive-bid basis, are you? 

Secretary Benson. Mr. McConnell, will you comment on that. 

Mr. McConneE.t. Some of them we are. For instance, we are 
trying to get butter in the position where we can offer it. We did 
ofer butter on a competitive basis, and then we offered it on a pre- 
vailing world price, and very little of it moved. We are now swinging 
back to the idea of moving it on a competitive basis subject to our 
refusal. We did that with oil; linseed and cottonseed oil. 

Mr. Wurrren. I listed those where you are doing that. We had 
this issue raised last year. I read you the list of commodities where 
you are not doing it. 

' With respect to these other commodities you are not offering them 
on a match-your-competitor-price basis. You are not offering them 
on a competitive-bid basis in world trade, are you? 

Mr. McConneE.u. Some of them we are not. 

Mr. Wurrren. Let me list them again. This is a list from your 
own Department. The ones I read I am told are not offered on that 
basis. Is there any exception? 

Mr. McConnetu, Will you read them again? 

Mr. Wurrren. Cotton, upland; and linters. 

Mr. McConne.u. That is right. 

Mr. Wurrren. Dairy. You mentioned there had been some change 
in butter in the last few days, perhaps. 

Mr. McConne.u. Yes. 

Mr. Wurrren. Cheese. 

Mr. McConne tu. Yes. 

Mr. Wurrtren. Corn, rough rice, hay and pasture seeds, wheat, resin 
turpentine, tung oil, tobacco, and wool. 

None of those are being offered on that basis? 

Mr. McConne.u. Some of them will be, at the right time. There 
seems to be plenty of demand, Mr. Congressman, for instance, for 
turpentine and resin. That is moving at the present support levels 
in domestic trade. 

Mr. Wurrren. Yes, sir. 

Mr. McConne tt. There are various things. Now we do not like 
to move a grain like corn at a time when the domestic producers are 
moving their corn to market. We feel that the exporter has an oppor- 
tunity to come into the domestic market and buy from free corn 
stocks, 

Mr. Wurrren. I could and do appreciate all of those things. But 
having been on this committee for 10 years and having known that 
these commodities have not been offered in the past, I would not 
think that they had been held on the basis that you discussed. There 
has not ever been a time when you did offer them competitively. — 

Mr. McConne tt. I think we had corn on the export list one time 
last year for a while. , 

Mr. Ricuarps. We actually paid a subsidy on corn exports for a 
short period last summer. 

Mr. Wuirren. That is right. 

Mr. Ricuarps. We are now selling corn every week for export. 
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Mr. Wuirren. The point I make is that when this committee me 
last year and took strong issue with you, at that time you were not 

Mr. Ricuarps. That is correct, except on the grains, Mr. Whitten, 
Those are offered. On corn and wheat, where there are established 
markets, the grain trade does not like to have us offer on a competitive. 
bid basis. They like to come in and buy from us on a daily basis and 
on the basis of the market at that time. 

We have wheat subsidy through the International Wheat 
Agreement. 

The point at issue is, maybe that subsidy is not enough. We haye 
tried to make our price, when that subsidy is taken into account, 
equivalent to the Canadian price—the price that the Canadians are 
selling wheat for in world markets. A lot of things happen. At times 
the Canadians accuse us of shading the market, and other times we 
accuse them. By and large we have sold substantial quantities 0‘ 
wheat working through the private trade. We have had very few 
Government-to-Government sales. 

Mr. Wuirren. I am not questioning that. The Commodity Credi 
Corporation is before us today requesting a 42-percent increase in 
funds for administrative expenses based on the huge quantities of com- 
modities under CCC control, which are over $6 billion, as I read in the 
press from day to day. I am trying to find out if this big quantity is 
so bad as it is pictured, and if it is, what efforts are being made to sell 
it? You do not sell it if the trade does not want you to? Is that one 
of your criteria? 

Mr. Ricuarps. We are offering it, as near as we can tell, when the 
subsidy is deducted from the market price, at prevailing prices. 

Mr. Wui?rren. That is in world trade? 

Mr. Rrcwarps. In world trade. 

Mr. Wuirren. Why is it that the Commodity Credit Corporation 
has to have any subsidy to offer it at that price? 

Mr. Ricuarps. That was provided for by the International Wheat 
Agreement. 

Mr. Wuirten. You are talking about wheat. We have been 
talking about corn. 

Mr. Ricwarps. Corn is a little different matter. We have never 
had the share of the world market in corn that we have had in wheat. 

Without going into details I think corn is a little different from 
wheat. We have sold substantial quantities of corn for export. 
We just arranged a deal the other day for a sale to Germany. It isa 
little bit complicated. We take marks, and the marks are going to 
be spent in Spain for military use. 

Last summer for several months before the heavy marketing season 
for producing corn we paid a subsidy. 

Mr. WuirtreNn. Corn today is not being sold on a competitive-bid 
basis, is it? 

Mr. Ricuarps. No, sir. 

Mr. Wuirten. It is not being offered, is it? 

Mr. Ricnarps. I do not think the two principal grains, corn and 
wheat, would fit on a competitive-bid basis with the normal marketing 
practices of the grain trade. 

Mr. Wuirrten. For corn today in foreign trade you do not have 
a announced order that you will match the competitor’s price, 
0 you? 
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Mr. Ricuarps. No, sir. 

Mr. Wuirren. And the records show that you have 592 million 
bushels of corn with a total investment of $981 million invested. 
With that investment you do not offer that corn in world trade on a 
competitive-bid basis or on a match-the-competitor basis? That is 
the fact, is it not? 

Secretary Benson. I was going to say this 

Mr. Wurtren. Will you answer me and then qualify? 

Secretary Benson. I do not think it is wholly correct from this 
standpoint: Certainly the traders that are handling these commodi- 
ties do match world prices. They are competitive with other buyers 
on the world markets. Even though the Commodity Credit Corpora- 
tion may not be offering it, the commodities are being offered com- 
petitively through traders. 

Mr. WuittreNn. That is right. If the Commodity Credit Corpora- 
tion’s stocks are not available, then the world price is fixed at the 
United States price, the support price, and since the world price is 
being fixed at the United States support price, you are inviting every 
competing country in the world to increase their corn production as 
they are qualified to do it. 

Where the trade is moving it, since the support level over here keeps 
the price at that level, naturally he cannot buy and sell corn below 
that level without losing money. So therefore, as long as you hold 
these stocks back you are holding an umbrella over world prices on 
corn and inviting increases in corn production throughout the world 
to the detriment of the American corn producer, are you not? 

Secretary Benson. Normally, we do not move much corn in export, 
as you know. 

Mr. Wuitten. That is a nice statement, but it is not responsive to 
my question. 

Now, the President’s message has been included in this record, and 
that message was delivered on January 10. It stresses, as Mr. Morse, 
your representative yesterday stressed, the efforts that were being 
made to move these commodities through Public Law 480. 





COMMODITIES BEING OFFERED THROUGH PUBLIC LAW 480 


Now, I would like for you to tell us what commodities you are 
offering through Public Law 480, and what the situation is. 

Secretary Benson. I do not have the full list. The President men- 
tioned several in his message. You probably saw those. 

Mr. Wuirten. Yes. 

Secretary Benson. Cotton, tobacco, and other commodities. Sev- 
eral of the agreements that have been consummated, and others in 
process, mention the commodities involved. 

Mr. Wuirten. Yes. 

Secretary Benson. Grains, 43 percent; cotton, 28 percent; tobacco, 
14 percent; and other commodities, 7 percent, out of the total that 
has been included in the agreements that have been consummated to 
date. So the great bulk is in three items—the grains, cotton, and 
tobacco. 

Mr. Wuirten. Yes. 

Mr. Secretary, in your efforts to sell under that law, are you aware 
that, first, you have to get the permission of the Interagency Com- 
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mittee, which has as Chairman Mr. Clarence Francis and officials 
the Department of Agriculture, Commerce, Treasury, and Stat. 
In other words, to sell through Public Law 480 these commodities: 
that you have mentioned, you have to get the approval of the Stay 
Department’s representatives and these other people from Commere 
and so forth, do you not? 

Secretary Benson. I think Mr. Morse probably mentioned this 
We have 2 committees, 1, the policy committee of which \), 
Francis, whom you mentioned, is chairman, and on which are repr. 
sentatives of the various departments concerned. That committe 
operates at the White House level. 

Mr. Wuirren. Yes. 

Secretary Benson. Mr. Francis is an appointee of the President 
Then we have an operating committee which operates in Agriculture. 
of which Mr. Lodwick is chairman, and or that committee are repr. 
sented the various departments concerned. 

Of course, we are working with the other departments concerned 
in this eftort. 

Mr. Wuirren. Mr. Lodwick, as head of the operating committee. 
cannot operate until the matter clears the policy committee. 

Secretary Benson. He operates within the policy established, of 
course. 

Mr. Wuirren. That is right, 

Your efforts, so far as these commodities are concerned —cotton, 
wheat, and the others that appear here—are to move them through 
this Public Law 480, where you have to clear the State Department 
and these various others on the policy committee before Mr. Lodwick 
can start operating. 

Secretary Benson. It is a coordinated program. In the meantime, 
we are offering commodities for dollars, and the record shows that 
we—— 

Mr. Wuirrten. I beg your pardon, Mr. Secretary. Cotton is not 
being offered for dollars on a competitive basis and neither are these 
other commodities that I read to you. 

Secretary Benson. There are great quantities of cotton moving 
through regular channels of trade, and we have not offered cotton 
I understand, because the trade has asked that we not offer Govern- 
ment-held stocks of cotton, and they are pushing their own supplies 
into marketing channels. I think that is correct, is it not, Mr. 
McConnell? 

Mr. McConne tt. Yes. 

Mr. Wurrren. I will make the same illustration. As long as you 
hold your stocks back and do not channel them into world use to the 
needy countries—and that is what we talk so much about 

Secretary Benson. Yes. 

Mr. Wurirren. The trade then of necessity must keep the world 
price at around, or above, the support price in the United States. 

In the last 10 years, since 1945, it has added to our competitive 
countries in the rest of the world approximately 1 million bales per 
year more cotton than heretofore. And the American cotton farmer 
now is being cut back to absorb this increased world producti! 
coming from the policy that you are talking about. Are you aware 0! 
that? 
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Secretary Benson. I think, generally speaking, our exports of 


l cotton have shown considerable improvement. 

é a a eee 
* Mr. Wurrren. That is right, but it still does not change the point 
te hat I make. Holding an umbrella over the world price of cotton 


invites increased production in the other countries of the world. 

For instance, since 1945, cotton production in Asia has jumped up 
from 5 million bales to 9 million bales. Cotton production in South 
f America since 1945 has gone from 2 million bales to 3 million bales. 
ra. In Africa and Oceania, it has gone from 1,900,000 bales to over 3 million 
a bales. All this time the Department of Agriculture has beer holding 
the Commodity Credit Corporation supply of cotton off the world 
market on a competitive basis. You are inviting the very thing that 


it is happening. 

. Now, you are following that up by drastically reducing the American 

re. cotton farmer to a point where I do not see how he can exist in my 
State. 

ed There are long lines of people in my area who have been put off 
their farms because we have cut our cotton acreage back to absorb 

2, this increase in production of cotton in the rest of the world for which 
we have been largely responsible in this country. 

of Secretary Benson. Do you feel that we should offer our stocks for 


sale on world markets in opposition to the cotton trade and the cotton 
industry? 


D. Mr. Wuirten. I think that you better think about the American 
oh farmers. I think that you have thought about the trade to the point 
nt that the American farmer is just about to get his throat cut. It is 
ck a question of opinion, but I would like for you to read the letters. They 
will appear in the record. 
e, Now, if you will make the survey of the number of cotton farmers 
at in the South who had less than 5 acres and still took a cut, you will 
find that there are thousands of farmers who have no homes and no 
ot means of livelihood at all because of the cotton acreage reduction 
x which went out over your order. As was stated yesterday, it followed 
the law, but that law counts all this cotton which you have and are 
Ny not offering for sale on a competitive bid basis. 
n | do not want to upset anything, but the policy now is going to cut 
n- the American cotton farmer back and back and back to where he 
es cannot live, and the same illustration applies to these other commod- 
rr ities which, according to your list, are not being offered for sale com- 


petitively on a competitive bid basis. 
Secretary Benson. A good part of this has been due to the fact we 


) continued these high, rigid price supports and created an artificial 
he situation and did not permit our cotton to compete. 
Mr. Wuirren. Could I take issue with you? 
Secretary Benson. Surely you can. 
\d Mr. Wuitten. You have been moving these commodities that you 
mentioned through Public Law 480. 
re Secretary Benson. Yes. 
C1 
er UTILIZATION OF RECEIPTS FROM SALES IN FOREIGN CURRENCIES 


of Mr. Wurrren. Where they are sold for foreign currency and the 
United States Congress has no control over the use of those currencies. 
Our foreign-aid people over there are running around now trying to 
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find some way to spend that foreign currency in those countries with 
which we deal. And all the time that you are trying to sell thos 
commodities through Public Law 480, where you have to clear tho 
State Department, the Treasury Department, and the Commerc 
Department, the Commodity Credit Corporation has had the authority 
to sell those commodities for dollars. 

If the price-support program in this country—and this is where 
I differ with you 100 percent—were 1,000 percent of parity, the reasoy 
you have the commodities is not because of the support price but 
because, as you admit yourself, you are not offering them for sale. 
If the support level was 1,000 percent you would have them if yoy 
do not offer them for sale. If it were 15 percent of parity, you would 
have these commodities as long as you would not offer them for sale. 

Secretary Benson. Of course, we are very anxious to have the trade 
handle these commodities, and our exports are improving. They fee! 
that they are absorbing the market pretty well. The situation js 
improving, and they are doing a good job, we feel, of merchandising, 
They ask we not offer at the present time, at least, the cotton that 
we have in stocks in the Commodity Credit Corporation, and we 
hesitate to offer it in competition with our own growers and our own 
traders so long as we feel they are doing a good job in moving the 
stuff in foreign trade and absorbing the market available. 


INCREASE IN PRODUCTION OF VARIOUS PRODUCTS DURING PERIOD OF 
HOLDING COMMODITIES OFF WORLD MARKET 


Mr. Wuitten. Could I ask you to put into the record the increase 
in the production of wheat and these other various commodities, 
including cotton, that has grown up in this world during this period 
when the policy has been to hold our commodities off the world mar- 
ket on a competitive bid basis? 

Secretary Benson. We can get whatever figures you would like. 

Mr. Wuirtten. I would like to have those supplied. I know in 
cotton it is more than a 1 million-bale increase, and the same thing 
applies to the other commodities. 

(The information requested is as follows:) 


WORLD WHEAT PRODUCTION 


The production of wheat reached an all-time high of 7.4 billion bushels in 1952, 
declined slightly in 1953, and is now estimated at 6.8 billion for 1954. Last year’s 
crop, although below the 2 preceding seasons, was 425 million bushels above 
production in 1951-52 when world exports reached about 1,065 million bushels 
(475 from United States) compared with about 835 million (216 from United 
States) in 1953-54. The increase in production from 1951-52 would have been 
even more pronounced except for the very poor 1954 Canadian crop. 

The increase in world production since 1951-52 reflects larger crops in countries 
other than the United States as our 1954 crop was slightly below 1951. Acreage: 
in most of the major importing and exporting countries (other than the United 
States) have increased since 1951 while the United States acreage declined to 
53.7 million acres in 1954 compared with 61.5 in 1951. 

The increase of approximately 425 million bushels of world wheat production 
in 1954-55 as compared with 1951-52 was distributed over a large number 0! 
importing countries. These increases can be attributed largely to these countries 
programs for attaining self-sufficiency. Also, since 1951-52 Argentina has resumed 
its position as one of the world’s leading producers. 
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Wheat: Harvested acreage and production in specified areas, 1951-52 to 1954-55 
[All acreage data on harvested basis] 





1951-52 1952-53 1953-54 1954-55 
er Area | Produc-| 4,., | Produc- ene | Produc- | a 
tion tion Area | tion | Area tion 








_ paella 


Million) Million |Million| Million | Million) Million | Million| Million 
acres | bushels | acres | bushels | acres | bushele | acres | bushels 





United Kingdom-.--.-....-- 2.1 86.5 2.0 86. 1 2.2 9.4) 2.5] 99.3 
Western Germany-.-.------- 2.6 112. 6 2.9) 120.2 2.8 116.1} 27 103.0 
Japan. . ----------+0-0------- 1.8 54.8 1.8 56.5 1.7 | 50.5 | 1.7 55S 
Brazil. ..-------------------- 1.1 13.0 1.3 | 20.0 1.6 25.0 | 1.5 4.0 
Canada. - ---.<asicaccoescce- 25. 3 | 552.7 26.0 687.9 25. 5 | 614.01 243 298. 9 
Argentina. ....----------...- 6.8 | 7.2 13.8 | 280. 5 12.3 227.81 13.9) 260. 0 
Australia... cxvescecenvocsess 10. 4 159. 7 10.1 | 199.0 10.7 199.0! 10.7 165.0 
Tnited Séettl..<-issenenracs 61.5 980. 8 | 70.9 | 1,209.0} 67.71 1,169.5] 53.7 969, 8 
World except United States 365. 2 5, 384. 2 377.4 | 6,101.0 390. 6 6,000.5 | 404.1 5, 82D. 2 
Estimated world total. -...-- 426.7 | 6, 365.0 448.3 | 7,400.0 458.3 7, 260.0 457.8 6, 790.0 
| | 





Source: Grain and Feed Division, FAS. 


WORLD COTTON PRODUCTION 


The two attached tables show cotton acreage and production in the United 
States and specified foreign countries 1951-52 to 1954-55 with estimates by this 
office for 1955-56 based on such information as is available. The 1955-56 esti- 
mates for Egypt are based on more liberal acreage controls announced officially. 
The production estimate for Mexico was received from trade sources in Mexico, 
All others are percentages of 3- or 5-year goals or are based on impressions from 
reports received recently regarding effect of current prices on production in 
1955-56 

Following are additional comments on specified countries: 

Egyp!.—The Government has relaxed acreage restrictions for 1955 to permit 
an increase of about 350,000 acres. Yields normally average about a bale to the 
acre. 

Pakistan.—The Government is encouraging greater production of cotton and 
has announced a production goal for 1957-58 equivalent to about 2,050,000 bales, 
of 500 pounds, an increase of 825,000 over 1954-55. The 1955-56 figure shown 
on the table represents 1954-55 production plus one-third of the 3-year increase. 

India.—The Planning Commission (official agency) has recommended a ‘5-year 
plan’ goal for 1960-61 equivalent to 4.4 million bales, an increase of 500,000 
over the 1954-55 production estimate. Efforts will be concentrated on increasing 
yields per acre rather than acreage with all the increase in cotton with staple 
lengths above %-inch. The 5-year goal envisages self-sufficiency by 1960-61 in 
all types except Egyptian. Plans for increasing irrigation are included in the 
cotton programs in India and Pakistan. 

Brazil—The 1954-55 crop to be harvested during March-June 1955 in south 
Brazil is up about 235,000 bales because of increased acreage and more favorable 
weather. The acreage increase is attributed to favorable prices which, in terms of 
local currency, include an exchange bonus of nearly 100 percent of the official rate. 
Inflation and adjustment of cotton prices on local markets following the announce- 
ment of new exchange rates have offset a large part of the gains from the exchange 
bonus. There have been no support prices for cotton during the past year but 
prices received by farmers are reported to be sufficiently high to encourage further 
acreage expansion next year. 

Argentina.—Not much information available except that a record crop was 
harvested last year and another substantial increase was predicted for 1954-55 
until unfavorable weather developed. The Government has a schedule of sup- 
port prices well above the world market level and maintains special exchange rates 
for cotton exports that balance the books on losses on export sales. An acreage 
increase is expected next year if present favorable prices are maintained for 
growers. a 

Turkey.—No goals or plans have been announced officially but a cotton specialist 
from Turkey recently predicted an eventual production level of 1 million bales 
with a rise in consumption to absorb all increase above the present production 
level. New irrigation and Government-sponsored efforts to improve yields, 
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quality, grading, handling, ete., have been reported as making good progress 
during the past 2 or 3 years. ; 


Cotton: Production,: United States and other countries, and percent of change? 
1950-54 


Se 


Production z Production 
United Percent of other Percent of 


States change countries change 


1,000 bales 1,000 bales 
18, 093 
20, 571 
20, 681 
21, 451 
22, 422 


1 Bales of 500 pounds gross. 
2 Percent of change from previous year. 


Source: Foreign Agricultural Service, Cotton Division, Jan. 12, 1955. 


Cotton: Acreage and production by major countries, 1951-565 } 


Acreage Production 2 
Country 


1951 1952 19533 | 19543 1951 1952 19533 | 19543 


1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 
acres acres acres acres bales bales bales bales 
United States 26, 949 | 25,921 | 24,341 | 19, 187 15, 149 | 15,139 | 16, 465 | 13, 569 
Mexico 2,183 | 1,937) 1,890} 1,815 1,273 | 1,250] 1,210] 1,700 
1,385 | 1,316 1, 300 1, 300 580 550 600 600 
5, 100 4, 500 4, 000 4, 500 6 . 950 1, 560 1, 465 1, 700 
2, 055 2, 042 1, 375 1, 639 y , 666 2, 047 1, 461 
16, 198 | 15,693 | 17,027 | 19,000 3, 150 3, 005 3, 730 
3, 244 3, 467 3, 000 3, 000 , 940 1, 525 1, 215 
1, 586 1, 669 1, 473 1, 325 600 690 600 
371 450 | 555 600 124 165 230 
hea s ess il 537 457 370 445 225 207 220 
Anglo-Egyptian| 
oe eRe 571 | 620 652 650 285 386 400 
ORNs ss ics. 24, 571 | 24,058 | 25,517 | 25, 339 9, 378 9, 296 | 10,320 | 10,270 |___. 


























World total__| 84, 750 | 82, 130 81, 500 | 78, 800 35, 720 | 35, 820 | 37, 916 | 35, 991 | 
1 | 





1 Years refer to crop years beginning Aug. 1, in which major portion of crop was harvested. 

2 Production in bales of 478 pounds net prior to 1946 and 480 pounds thereafter. 

3 Preliminary. 

4 Except for Mexico and Egypt the figures in this column are estimates based on 3 or 5 year goals or im- 
pressions from recent foreign reports regarding trends in production 

5 No figures are available from the Crop Estimating Board but a crop of 11.5 to 12.0 million bales might 
be expected if yield is equal to the average for the past 3 years. 

6 Not available. 


Source: Foreign Agricultural Service, Cotton Division. Jan. 12, 1955. 


Mr. McConne.tu. When the Secretary referred to the trade, the 
people that we are talking about as ‘“‘the trade” are the producers. 
My last conversation on this was with representatives of the producers. 

Mr. Wuirren. This letter that I have in my hand is from one of 
the outstanding traders in Memphis, Tenn., one of the outstanding 
exporters. All of these letters plead with us to start moving this 
cotton back into the world trade on a competitive basis. 

Now, 75 percent of the farmers working farms cannot live with 
this, and they have had a considerable change. 

Getting back to this other situation, what I advocate, Mr. Secre- 
tary, does not bypass the trade. 

hese commodities, since we raised the issue last year on the 
committee, that you are selling on a competitive-bid basis for export, 
whom are you selling them to? 
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Mr. McConne tu. Traders. 

Mr. WuiTTeNn. American traders, are you not? So, if you wanted 
to, since you have the authority, you could sell all these other com- 
modities about which I see so many complaints in the paper as to 
size of stocks. You want 32 percent more money to just store them 
and keep them. You could sell them on a competitive bid basis to 
traders if you saw fit. You have the authority. 

Mr. McConneE.u. We have the authority; yes. 

Mr. WuittEeN. And somebody has talked you into not using it. 
You say it is the traders. Is it not, as a matter of fact, partially the 
State Department and our foreign-aid people? ; 

Mr. McConneE Lt. I did not say it was the traders. 


OFFERING OF COTTON STOCKS FOR EXPORT 


Mr. Wuitrsen. You said that you were following the advice of 
people in the cotton business. 

Mr. McConne tt. [ said that with reference to cotton, the last 
conversation I had on this was with a representative of the producers. 

Mr. Wuirren. Mr. McConnell, with regard to all of the sand that 
is raised in the papers about the Secretary and others—and they were 
in their right—about all of these commodities, and the great invest- 
ment and all of the costs, the public does not understand that the 
Secretary would not offer those things for sale on a competitive-bid 
basis. 

Mr. McConne tt. I do not know. 

Mr. Wurrren. Whatever those reasons are, the public does not 
understand you have these things from choice because you would not 
offer them for sale competitively. 

Secretary Benson. I think that is not true—certainly not wholly 
true. There is a limit to which you can dump these commodities on 
foreign markets. We are offering many of them for sale. Of course, 
part of the shrinkage of our domestic market in the case of cotton has 
been due to the competition from other fibers, which has permitted 
them to expand too. 

Mr. Wuirren. I beg your pardon. The world is using as much 
cotton as it ever used. The trouble is we have held our cotton back 
and set the world price from our support level, and other countries 
are producing and selling cotton. 

Secretary Benson. Yes, and at the present time I understand that 
the cotton industry is pretty well united in their request that we not 
offer our stocks for sale now because they feel they are able to absorb 
all the world market that is available. 

Mr. Wuirren. Have you talked to the farmers who have been cut 
back? Many of them do not have as much as 5 acres. Should not 
the farmers’ interests be your primary consideration? 

Secretary Benson. The farm interest is our primary concern; it 
certainly is and always has been, and that is why we are asking to 
expand markets and build markets and do everything we can to pro- 
vide additional outlets for these commodities, and that is why we felt 
this Public Law 480 offered some supplemental opportunities for 
moving greater quantities abroad and at the same time not shrinking 
in any way the American market, which might be available for dollars 
and which could be developed for dollars. 


anon 
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We think the regular channels of trade must be preserved and 
seen and that our sales for dollars must be pushed to the 

it 

Mr. Wuitten. Mr. Secretary, the record shows that we are = 
ing in military support in Europe, including Greece and Turkey, j 
excess of $3,200 million. The record shows that Europe is 150 iets 
above prewar economically, and in every way. 

I visited the agricultura attachés in Europe during October. I met 
with the trades people in the countries of Europe. I met with our 
Ambassadors, and I met with the military soonke I did not find 
single representative of the Department of Agriculture who knew, or 
had known for several years, what we had for sale and what we w ould 
sell it for. I found many trades people in Europe that said they would 
buy as much as 2 million tons of American wheat if they would make 
the price competitive with France, which is selling its wheat on a com- 
petitive-bid basis. They said that they would prefer our wheat. 

I found many people who would buy American cotton if you would 
just offer it on a competitive-bid basis with an assurance that policy 
would be continued. 

I came back here and found that we are trying to sell cotton under 
Public Law 480, which is an additional foreign-aid program because 
the Congress cannot control over 10 percent of that foreign currency, 

The foreign-aid people are running around trying to find roads to 
build for those countries. Their roads are better than they are in 
parts of the United States. And all the time we have these commodi- 
ties and will not offer them for sale, and by holding them off we are 
fixing the domestic support price as the world price. 

I have taken the view our support price comes from 13 freight-rate 
increases since World War II. There is an 85-percent increase in 
cost from the time the farm commodity leaves the farmer’s hands 
until it gets to the consumer. 

Our President asks for an increase in minimum wages to 90 cents 
an hour. I take the view that the American support price is required 
to offset those costs that come about from other laws. Since that is 
true, it was never intended that these commodities be held off the 
world market on a competitive-bid basis. 


AUTHORITY TO SELL COMPETITIVELY IN WORLD MARKETS 


Now, is it not a fact that you have had the authority under the 
Commodity Credit Corporation charter to sell these commodities at 
any time on a competitive-bid basis for world trade, to our own people 
in the export business? You have had that authority? 

Secretary Benson, I think there has been no change in the charter 
provisions regarding exports since I have been Secretary. 

Mr. Wurrren. | think that is not responsive to my question. | 
asked you whether it is not a fact under that charter and the law that 
you have had, and now have, the authority to sell all of these com- 
modities that the Commodity Credit Corporation has on a competitive 
bid basis to American traders for export in the world market. 

Secretary Benson. I assume—I think that is true. 

Mr. Farrineton. The restrictions in the law against the sale of 
price-support commodities do not apply in case of sales for export. 
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Mr. Wurrren. You have given me a “‘yes,’’ but you have made it 
hard for a fellow to read it. Will you not say, “Yes,” I am right in 
my statement? ; ™ 

Mr. Farrineton. You are right in your statement as a general 
proposition, Mr. Whitten. There may be some factors that come 
into specific sales that would qualify it, but as I say—— 

Mr. Wurrten. I would like for you to spell it out. You have been 
an attorney down there for a long, long time, and if there is any 
limitation on the sale of these commodities on a competitive-bid basis, 
J ask you to point it out. 

Mr. Farrineton. There are no restrictions. 

Mr. Wuirten. There are none, are there? 

Mr. Farrinetron. On sales for export; no, sir. 

Mr. Wuirtren. That is right. 

Mr. McConne t. I would like to say that we are going to move in 
the direction of 

Mr. Wuirten. The facts are, the State Department and the foreign- 
aid people have, at the White House level, prevented you from using 
the authority of that law. You have not been able to get it cleared 
as a policy matter, have you? 

Secretary Benson. I think that we have made very great progress 
in our working relationships with other departments, Mr. Chairman, 
in this field. I think that the record will show that. 

Mr. Wuirten.. Yes. 

Secretary Benson. We feel very much encouraged. Jn the com- 
modities that are being offered competitively, and the volume that is 
moved. 

I am very much in favor of moving more in the direction you have 
indicated. I think we should be competitive and should offer these 
commodities and do all we can to expand foreign outlets for our com- 
modities. 

Mr. WuitteN. Your answer indicates you have not been able to 
get that clearance completely, though it is improving. Your actions 
further show you have not been able to get that clearance from the 
State Department because you are trying to move these commodities 
which were listed awhile ago, including cotton and tobacco and these 
others, through Public Law 480, where, in effect, we are giving them 
away, when all the time you have the authority to sell them yourself 
without regard to any of those people, and you can do it on a com- 
petitive bid basis. 

The fact that you are using the one and not using the other would 
indicate to me that you have not been able to get clearance of the 
State Department people and the Foreign Aid people. 

Secretary Benson. No. As a matter of fact, we are using both. 
The commitments under Public Law 480 to date, as you know, are 
$453 million. Now, we are continuing to move great quantities on a 
competitive basis. 

For example, during the period January 1 to November 30, as the 
President pointed out, our total disposition of Commodity Credit 
Corporation commodities under the price-support program has 
amounted to $1,300 million, and of that total nearly $900 million 
represented commercial sales. 

Mr. Wuitten. Yes. 








132 


Secretary Benson. And fully half of that was for export for dollars 
so we are moving in the direction which you are emphasizing 

Mr. Wuirtten. Yes. 

Secretary Benson. And we expect to continue to do so. 

Mr. Wuirtren. After our meeting last year, Mr. Secretary, you went 
back and started selling these commodities—barley, beans, flaxseed. 
oats, cottonseed oil, linseed oil. You offered them on a competitive 
bid basis through trade channels, and you moved them. 

Secretary Benson. Yes, we moved some. 

Mr. Wurrren. And you pulled them right on down. Does that not 
offer evidence to you that if you would just put these other commodi- 
ties on the same basis you would sell them? 

Secretary Benson. I think there is an opportunity, certainly, to 
expand our sales on a competitive basis, and we are moving in that 
direction. 

Mr. Wuirren. You told me that you would like to increase sales 
and you would like to make progress in this thing. Do you not 
think that if you would use the charter and its authority which per- 
mits you and the Commodity Credit Corporation to sell these com- 
modities on a competitive basis without regard to Mr. Dulles, Mr. 
State Department, or anybody else, you could do more of it than 
going through Public Law 480? 

Secretary Benson. I think the quantities which moved under 
Public Law 480 are in large measure an addition to what we could 
move on a competitive basis because we are taking foreign currencies 
for them, and we are still pushing the sales through competitive 
channels for dollars. 

Mr. Wuirttren. Now, the public does not undertand that when you 
get these currencies over there that only 10 percent of those currencies 
under the law would be subject to the control of the Congress in the 
appropriation process. Do you think the public understands that? 

Secretary Benson. I do not know. Possibly the public does not 
understand fully the program. 

Mr. Wuirren. Do you think the public understands that about 60 
percent at least of all of this foreign currency will be spent on roads 
and soil conservation and that sort of thing in those countries? Do 
you think that the public understands that? 

Secretary Benson. I do not know. I am not a particular judge of 
that. 

Mr. Wuirten. Under present conditions in the United States—and 
I have heard many of the statements from your side of the table about 
it and I have made many myself—do you not think if we do sell those 
commodities for dollars, we can use those dollars in this country? 

Secretary Benson. Insofar as we got dollars for them we could use 
them. I think the fact we have a committee operating at the policy 
level does not necessarily mean that committee is serving to impede 
our progress. We want the cooperation of these other departments. 
We need that cooperation, and we feel that we have had good coop- 
eration. 

Mr. Wuirten. That is under Public Law 480? 

Secretary Benson. Yes, and we have made real progress. 

Mr. Wuirten. But they have opposed your selling it under the 
charter authority and under the various laws which permit you to sell, 
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Secretary Benson. No. I think generally speaking now the policy 


Is 
of the administration is to offer these commodities on a competitive 
world market. 

Mr. Wurrren. Mr. Secretary, may I please ask you when are you 
nt going to carry out the policies, because, as this record shows, you are 
ad, not offering them for sale competitively now. 
ive Secretary Benson. Many we are. 

Mr. Wurrren. I am talking about the ones here, upland cotton, 

cotton linters, cheese, corn, rice, wheat, resin, turpentine, tobacco 
ot and wool. Your testimony shows you are not. 
di- Secretary Benson. Some of those, of course, are moving. Wheat 
is moving under the international agreement, as you know. 
to Mr. Wuirren. I am talking about the sale of Commodity Cradit 
at Corporation commodities on a competitive bid basis. You are not 
offering them now, and if the policy is to do it and you are not doing 
les it, you are aot carrying out the policy. I differ with you. The 
ot policy is not to do it, and that is the reason you are not, is it not? 
r- Secretary Benson. We are moving in that direction more and 
n- more. 
[r. Mr. Wurrren. I am trying to nudge you a bit on it, Mr. Secretary. 
An Secretary Benson. I appreciate it. 

Mr. Horan. I would not say “nudge.” 
er Secretary Benson. You would not nudge us to the point where 
ld we would break world markets, would you? 
es Mr. Wuirren. If it is essential to keep the American farmer from 
ve being cut back to domestic consumption, I would say “Yes.” 

I do not think it is sound to break anything. I think we have 
yu held onto these commodities in spite of the fact the law authorizes 
es you to sell them. You have built them up, some people think, to 
ne get your ideas put over on reducing price supports. 

t? Secretary BENson. Which, of course, is not true. 

ot Mr. Wuirten. I am glad for you to have your say on it. But you 
have built them up at a time when you had a right to sell them com- 

i0) petitively, built them up to a point where I think, in self-defense, we 

1s have to gradually ease these commodities back into world trade. 

do In my trip to Europe I met with many trade people, and I do not 
believe I found a single exception—they all said that it would be better 

of for the trade, for the foreign countries and the United States, if we 
would move our commodities back into the world trade on a competi- 

d tive basis. As long as a country like the United States has $6 billion 

it worth of commodities and will not sell them, they are scared to death 

e because they did not know when the pressure will get so strong that we 
might dump them all at once. The trade people urged me to do what I 

e could to start a movement toward moving these supplies back into 

y world trade channels. 

e Secretary Benson. Yes. I am very glad to get that report from 

3. you, Mr. Congressman. Of course, we are very hopeful when we get 

- these attachés appointed and get them to work they will be able to 
translate to us from the various countries concerned information 
along the lines you have indicated that will help to guide us in our 
work, 

e At the same time, we do not want to unduly disrupt world markets. 

’ We want to build them on a solid basis, and that is why I think the 


cotton industry, including representatives of the growers, urge that 
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we not offer quantities of our present holdings on the market because 
they feel they can absorb current supplies, and at the same time offer 
enough for expansion of markets. Of course, we want to cooperate 
with these various commodity groups, both the trade and the pro. 
ducers, to build their markets abroad on a solid basis, and I am sure 
you would advocate that too. 


POLICY RELATING TO SALE OF COMMODITIES ON COMPETITIVE BAsis 


Mr. Wuirten. Mr. Secretary, what strengthening of our sales 
forces have you made in an effort to move these commodities which 
you still are limiting to section 480? 

Secretary Benson. You know, of course, Mr. Chairman, of the 
reorganization that has taken place in the Department of Agriculture. 

Mr. Wuirten. Yes, sir. 

Secretary Benson. We brought together for the first time in the 
history of the Department all of the domestic marketing activities 
into our Agricultural Marketing Services, and our foreign marketing 
specialists into our Foreign Agricultural Service. We brought into 
the leadership of those agencies some of the best men that we could 
find in this field. Congress authorized last year the transfer of the 
agricultural attachés to the Department. This is going to give us 
representation in these various countries, directly responsible to the 
Department. We believe that will strengthen our arm considerably 
in this whole field of marketing and merchandising. 

Mr. Wuirten. Mr. Secretary I have had a chance recently to visit 
with the agricultural attachés in Europe. 

Secretary Benson. Yes. 

Mr. Wuirren. In the conference in Paris I asked them, and they 
are all honorable gentlemen, ‘‘Is there a man among you who will 
claim that you have known what we had for sale and what we were 
asking for it? If there is, hold up your hand.” There was not a 
man there who held his hand up because the Department of Agri- 
culture had not offered them for sale, and was not giving them a list 
of the commodities for sale. 

Secretary Benson. I think it was probably because of the fact that 
they did not feel any responsibility for helping move our surplus and 
to open markets. They were not responsible to the Department of 
Agriculture : 

Mr. Wuirren. Mr. Secretary, I beg to differ with you, because the 
hearings of your own Department last year showed that there was 
no submission of a list of commodities offered for sale on a competitive- 
bid basis. The reason why your folks in Europe did not have it is 
because the Department did not have any such policy and the records 
of our hearings last year show it. We cannot get you to offer these 
commodities that have not been offered, and your own testimony 
shows that. 

In regard to the other commodities, including cotton, you have your 
people, running around trying to sell them through 480 where we are 
largely giving it away, without having first offered to sell them for 
dollars through competitive bidding. 

Secretary Benson. No, we have continuously tried to sell these 
commodities for dollars. ; 

Mr. Wuirten. I beg to differ with you on your own statement. 
Cotton has not been offered for dollars on a competitive basis by the 
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Commodity Credit Corporation, and it is not offered now. according 
to your own people. r 

Secretary Benson. That is true in the case of cotton because the 
industry itself had asked that we give them an opportunity to absorb 
these additional markets and to absorb the outlet that was available 
rather than have to offer the stocks that we now have in Government 
hands. 

Mr. Wuirren. And all the time you have been doing that you have 
had to cut the American farmer back under the law. 

Secretary Benson. But at the same time, Mr. Chairman, we are 
doing what we can to cooperate with the trade in building up addi- 
tional outlets for cotton. 

Mr. Wuirren. At the same time our world competitors have 
increased their production of cotton more than a million bales a year. 

Secretary Benson. That is true. Part of the answer is the long- 
time technical assistance program where you have those countries 
coming back. We think that the cotton industry is doing a good job 
of pushing the markets and absorbing everything available in markets 
at this time. Meanwhile, we will take another look at it. We are 
looking at it constantly, Mr. Chairman, and I certainly get your 
point about encouraging us in doing more to move these surplus 
commodities at competitive world prices. 


RESTRICTIONS UNDER PUBLIC LAW 480 


Mr. Wuitten. What would you say if this subcommittee should 
see fit to provide that these funds cannot be used by the Commodity 
Credit Corporation to, in effect, give away these commodities under 
Public Law 480, until you had at least offered them for sale for 
dollars as part of the regular authority that you have? Do you not 
think it is ridiculous to try to give something away before you try to 
sell it for dollars? 

Secretary Benson. I think we should take advantage of every 
opportunity to sell them for dollars. 

Mr. Wuitren. The record here shows with regard to upland 
cotton, linters and these various other commodities, that you are 
trying to move them under Public Law 480 without having first 
offered them for sale for dollars. I think such a course is indefensible, 
that you should first try to move them for dollars. 

Mr. Morse. In connection with this supplemental appropriation, 
I should like to call the committee’s attention to the fact that last 
year we were twice before Congress to get our borrowing authority 
increased, finally up to $10 billion. At that time there were no steps 
taken to get a comparable increase in funds for administrative ex- 
penses, the need for which naturally follows. 

This present fund problem, goes back 2 years in our estimating time 
table, so that this is the logical adjustment, and an adjustment that 
needs to be made in order to carry out the increased operating au- 
thority which Congress gave us by 2 different actions last year. Unless 
we get this we cannot carry out the laws which were passed by 
Congress. 

Mr. Wuirtten. If you would sell all of this cotton, or, if you offered 
it for sale, we could find out how much of it you could sell. If you sold 
it all we would not have all this money tied up, and we would not need 
to have all of these people, would we? 
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Secretary Benson. Part of the action of Congress was to give us 
this Public Law 480. If we discharge that responsibility it throws 
an additional workload on the Commodity Credit Corporation, for 
which we have to have additional money. 

Mr. Wuirtten. Do you not think it is wrong to give you authority 
to give stuff away at a time when you will not offer it for sale? 

Secretary Benson. Well, we are selling it. 

Mr. Wuirren. You have had authority to sell these commodities 
in world markets at any price you wanted to, but you would not use it. 
Congress is trying to get you to move some of these things out so you 
will not give them aw ay, in effect. 

Secretary BENSON. The 480 authority is through both normal 
operations and normal channels of trade—— 

Mr. Wuirren. That is right, but in the case of these commodities 
I am talking about you did not offer them for sale on competitive 
bidding then, and you do not have them offered for sale on competitive 
bidding now, do you? 

Secretary Benson. Mr. Congressman, in response to that I refer 
you to the list we put in the record, which we have rechecked, and 
again submit to you. 

Mr. Warrren. That is all right, I will hand you the one which the 
Department handed me a moment ago. On that list the ones checked 
you finally have for sale on a competitive basis. But the ones not 
checked you have not offered for sale in world trade, and you are 
trying to give them away through 480 and give them away in a sub- 
stantial amount. There is one exception, and that is butter, and the 
testimony by one of your men yesterday was that you finally got the 
system going of offering butter for sale competitively. 

Secretary Benson. For instance, Mr. Chairman, wheat is_ not 
checked on here and our biggest investment in the Commodity Credit 
Corporation is in wheat, and I think you know the extent to which it 
is being sold competitively through the International Wheat Agree- 
ment. 


CONGRESSIONAL ACTION TO RELIEVE SURPLUS COMMODITY SITUATION 


Mr. Wuirren. I so not wish to prolong this discussion unduly, but 
this is basic to our whole agriculture and I think to our national 
economic problems. The record shows that perhaps you have more 
money tied up in more agricultural commodities in Commodity 
Credit Corporation stocks than we have ever had before, giving or 
taking a little. 

The record shows, Mr. Secretary, that because of that huge buildup 
of commodities, your administration last year requested, and the 
Congress in its wisdom adopted, reduced support prices insofar as ee 
law is concerned on the basic commodities, reduced the support level 
for milk and made drastic reductions last year for this year’s acreage 
in production, and changed the parity of the farmer to where it can 
go down as much as 5 percent each year, until it gets down to 75 per- 
cent of parity. We also passed this levislation authorizing the so- 
called sales for foreign currencies where those currencies will be pri- 
marily used for economic development in the recipient countries. 
And all of that was done at a time when you had authority to sell 
these commodities on a competitive bid basis, but you simply did not. 





Now, is there any issue that you wish to take with that statement. 
Mr. Secretary? 

Secretary Benson. Yes. 

In the first place, Mr. Chairman, and gentlemen of the committee, 
that flexible provision to which you referred becomes operative on 
the 1955 crops. It is not a new provision at all. It was in the 1948 
and 1949 acts. 

It is endorsed by both of the major political parties as a sound 
and safe basis for a peacetime agricultural program. 

That question of moving from the old to a new parity was some- 
thing approved earlier by the Congress also, and which had bipartisan 
support. Last year Congress enacted this basic legislation, in line 
with previous peacetime legislation, to start becoming operative begin- 
ning on the 1955 crops, including the modernization of parity on the 
remaining commodities. I know, of course, you think that change 
in parity is indefensible, but I think it should be done. The recom- 
mendation was for a gradual transition which I think is sound. 

On the question of world markets, many of those markets were 
seriously disrupted during the war and immediately following the war. 
There was an insatiable demand for certain farm commodities during 
the war. This market disappeared rather abruptly at the end of the 
war. Also our foreign-aid program helped to do the same thing. We 
are still adjusting back to a peacetime economy. It takes time to do 
that, and it takes time to regain those markets and to rebuild them. 

I think, generally speaking, there was an effort to absorb a part of 
those markets or to expand them. 

I am very sympathetic with the proposition that we should be active 
and vigorously competitive in offering these commodities for sale 
where there is an opportunity to expand markets and not disrupt or 
break markets. 

I think, in the long run, we want to build up markets for products 
of the American farm. That is our program. 


POLICY RELATING TO SALE OF COMMODITIES ON COMPETITIVE BASIS 


Mr. Wuitten. Mr. Secretary, I met with the attachés in Europe, 
not because I thought that the answer to the problem lay with them. 
I knew the real answer to the problem lay here in the shortsighted 
Government policy. I thought that the evidence was there, and the 
evidence is there. 

The evidence is there that those countries have the dollars and that 
they will buy these commodities if they are offered. 

According to the testimony of all of you, cotton, cheese, corn, rough 
rice, seeds, resin, turpentine, olive oil, and tung oil, in which you have 
billions of dollars invested, are not now being offered for sale on a com- 
petitive-bid basis to American exporters for export sale. 

Secretary Benson. It seems to me, Mr. Chairman, that this is 
somewhat of a reflection on the ingenuity and the aggressiveness of our 
American traders. 

Certainly all during this period our American traders have had quan- 
tities of these commodities available, and some of them have been on 
their toes to find possible outlets in world markets for these commodi- 
ties. Certainly we have had no pressure for making quantities of 
those commodities available to them. Generally speaking, the free 
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market has had great quantities of these commodities available to 
them and the American trade has been busy going after, finding, and 
expanding outlets for them. If there are shortages I do not. know 
where they are. Our traders can always get quantities of these com. 
modities to move in and absorb the markets which are available to 
the trade. 

Mr. Wuirren. The traders have a limited price at which they can 
‘sell cotton, which is the United States minimum support price. That 
is the lowest price at which they can sell it and continue in business, 
is it not? 

Secretary BENson. I think, in that connection—— 

Mr. Wuirren. No; as long as the American. cotton producer can 
put his cotton under loan with the Government, the trader cannot 
get his cotton below that price and sell in the world trade at any 
price other than something which is higher than our support price. 

Secretary Benson. Except as he may get some of the commodities 
in the free market which may be somewhat below the support price. 

Mr. Wuirren. Put they will not be substantially below. 

Secretary Benson. No; generally speaking, I think they would 
not be. 

Mr. Wuirren. Of course not. 

Secretary Benson. If we went to the extreme of offering this stuff 
at any low price abroad in any quantity that would exert a tremen- 
dous influence in the way of a subsidy for exports. I think it is much 
better to build up gradually, to expand our markets gradually rather 
than to dump great quantities on the markets that will not be taken 
and thus break the markets. 

Mr. Wuirtren. Do you not expand the market more when you make 
a commodity available on a competitive price than by holding it at a 
higher price? 

Secretary Benson. Generally speaking there is a response to price, 
but with the quantities that are available we do not want our world 
price depressed unduly. That affects our American farmers and it 
increases the cost to the American taxpayer for moving this stuff 
abroad. 

Mr. Wuirten, I can appreciate your reasoning there. 

The minute I try to get you to consider selling some of your surplus, 
you talk about what would happen if you sold it all. You have built 
up the quantity to such a high level because you have not sold up 
until now, and you cannot afford to offer it all for sale. 

However, there is nothing to prevent you, beginning the Ist of July, 
from announcing that 100,000 bales of American cotton from Com- 
modity Credit Corporation stocks will be offered for sale to American 
traders for export. 

If you announce such a policy not only with regard to cotton, but 
with regard to other commodities, commencing with next year’s crops, 
you would help the American cotton farmer tremendously, When 
you make that announcement you will slow down the increase in 
production in the countries of the world which are increasing their 
cotton production. Through our foreign-aid program we are digging 
deep wells in India and doing other things to help these folks increase 
their cotton production. 

Secretary Benson. You are proposing that we subsidize the export 
of cotton, even if we face the opposition of the cotton companies? 
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. yh. jee! os ’ 

Mr. MW HITTEN. No; I would not say subsidize. Who owns this 
cotton? 

Secretary Benson. The Government owns this cotton. 

Mr. Wuirren. And the Government has money in it? 

Secretary Benson. That is right. 

Mr. Wuirren. If the Government, instead of holding it and losing 
all of the money it has in it, would sell it we would make money. 

Secretary Benson. But your supposition is not correct; we do not 
anticipate 

Mr. W HITTEN. Are you going to continue cutting the American 
farmer’s production back so that you can help these other countries? 

Secretary Benson. No; but as long as the industry itself feels 
that it is absorbing all of the markets which are available we do not 
feel like running in the face of their belief. 

Maybe we should follow your admonition and offer 100,000 bales 
of cotton in competition with the trade and with the industry. We 
will certainly take another look at the whole thing, Mr. Chairman. 
It may be that that is the thing that we should do. I do not say at 
this time that it is not, but I do say that the industry has recom- 
mended against it—not only the trade, but numbers of farmers as 
well, as I understand it. 

Mr. Warren. Mr. Secretary, may I read you a letter from one 
of the outstanding cotton men in my section? 

Secretary Benson. Yes. 

Mr. Warren. It has already been read into the record. It is 
addressed to Mr. William A. Crabill, president of the Delta Council, 
Stoneville, Miss. Incidentally, the Delta Council adopted resolu- 
tions in support of this: 

I understand that the Delta Council is deeply interested in increasing exports of 
cotton. With the thought that some views from the trade might be interesting 
to you, I enclose copy of letter which I wrote to the Honorable Jamie L. Whitten 
a week ago. 

My principal reason for writing to you is to explain why, from the standpoint 
of the whole southern economy, I believe that the Whitten plan of selling a fixed 
quantity of cotton to the highest bidder each week will be much more effective in 
winning back our exports and discouraging the present trend of increased foreign 
production of cotton. 

Let us assume an export subsidy of 4 cents per pound. At first, the increased 
foreign demand would indicate that next year’s crop of, say, 114 million bales 
would not be enough to go around and prices would immediately rise 2 cents. 
This 2-cent rise in price would immediately nullify one-half of our export subsidy. 
Then the foreign producer, as he must do because he cannot carry his cotton as 
we carry ours, will sell his cotton for 25 points under our effective 2-cent subsidy. 
The trouble with a fixed-price loan over here, or a fixed-price loan less a subsidy, 
is that the foreign producer must sell his cotton and will always hold his price just 
a little under our price until he has sold. 

Under the Whitten plan, protected by the loan, the producer will get 1 cent per 
pound over the loan, but the weekly sales of a total of 5 million bales will vary 
from week to week and the foreigner, not having an umbrella to protect him, will 
be discouraged from gradually bringing this country to a domestic cotton economy. 

The foreign producers really don’t fear an export subsidy for the reasons men- 
tioned above. I believe the Whitten plan will do the trick and then after 2 or 3 
years, the cotton producing countries may get together and agree that our share 
of the world cotton market is 5 million bales and then the dogfight will come to 
an end, 


Now, I quite understand this approach of the cotton trade in 
Memphis, Tenn., which is one of the bigger cotton markets. They 
all recognize that we are going to have to work out some means of 
moving this cotton back into the world trade on a competitive basis 
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or else they are going to take all of our export market away. Because 
of 30-cent labor in India, and because of 50-cent and $1 labor in other 
countries, the record shows that since 1945 there has been millions of 
increase in bales of production. So, the trade, if you explain it, wil] 
go along with you in my opinion. T am quite familiar with this, 

Secretary Benson. I presume you recognize that the Cotton 
Council is a pretty good voice for the industry. I would like to have 
that letter made a part of the record. 

Mr. Wuirten. It is in the record. 

Secretary Benson. It is? 

Mr. Wuirten. Yes, sir. 

In conclusion I would like to point out that before anybody wants 
to reduce that support price, before anybody wants a 42-percent 
increase in administrative funds to take care of commodities, you 
should tell the American people that you will not offer them for sale 
competitively. 

The other effect of holding these commodities off the market is 
better described than I can describe it by the National Advisory 
Committee for CARE, composed of such men as Roy C. Ingersoll, 
president of Borg-Warner; Ward Melville, of the Melville Shoe Co.: 
and H. J. Heinz, and others. 

They state that this policy of holding these commodities costs the 
United States $700,000 a day for storage, deprives the American 
railroads of transportation equal to 100 transcontinental freight trains 
each day for a year, not to mention the loss of labor, and the effect on 
agriculture itself. 

Now, that is the cost of holding these commodities which we are 
not offering for sale to world trade, and the ridiculous part of it is we 
are holding these commodities back largely at the instance of the 
Department of State in the name of helping needy people. 

Secretary Benson. Well, no, I would have to take exception to 
that, Congressman. 

The biggest single item of that storage bill is wheat, and we are 
certainly moving wheat competitively through the world wheat pro- 
gram, and a number of the other commodities are also being offered 
for sale, so you cannot charge that up against commodities we are 
not offering competitively, because m many of those commodities are 
moving. We are selling wheat in competition with Canada. 

Mr. Wuirren. Did not Canada undersell us on wheat by 1 cent a 
bushel? 

Secretary Benson. We have been accused of underselling them, so 
it is nip and tuck with Canada. We have tried to work out a work- 
ing arrangement with them 

Mr. Wuirren. We are trying to get along with everybody who is 
trying to sell cotton. India should love us for our attitude. 

Secretary Benson. I would like to sit down with the cotton in- 
dustry on the basis of the information you have presented, Mr. Chair- 
man. I would like to state that we are just as anxious to improve 
that situation as anyone is, and that holds true of all commodities. 

We will push forward on this, Mr. Congressman. We will take 
another good look, a critical look at it in view of your comments. 

Mr. Wurrren. Now, Mr. Secretary, I hope that you can do what I 
know you honestly think you can do. And I know when you say you 
are making progress that you are making progress in breaking down 
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the attitude of our foreign-aid people. Reports to me indicate that 
the State Department has demanded that you notify our competitors 
before we offer commodities for sale. My information comes from 
your own Department. I would just like to know if you are aware of 
that, and if that is not a fact. r 

Secretary Benson. I would like to check on that with some of my 
associates, but I think that is not real at all. 

Mr. Wurrren. I think that is a fact. 

Secretary Benson. I think that was suggested at one time, but I 
think we have cleared that hurdle. 

Mr. Wuirtren. You have? 

Secretary Benson. Yes. Naturally they want to maintain a good 
relationship with our friendly countries abroad, but our first con- 
sideration is the American farmer and our own economy at home. 

Mr. WuirtENn. Mr. Secretary, I know your heart is right, but when 
you reduce parity, reduce the support level and cut American pro- 
duction down and hold all of this cotton and all of these commodities 
and don’t offer them for sale competitively, I just cannot help but 
believe that you and others do not follow the purpose that I am sure 
you have in mind. 

Secretary Benson. I think the records indicate that our exports 
are moving out and that we are doing a better job in the marketing 
field than has ever been done in the Department. When you say it 
has not improved, I am sure that it will improve. We are glad to have 
your urgings and suggestions and the benefit of your suggestions. 

Mr. Wuirten. Mr. Secretary, I wish the next time you make a 
speech on the American agricultural program where you point out the 
huge investment we have in commodities and how much cheese we 
have on hand, and that you would also tell them that my Department 
and I have not yet and are not now offering these commodities for 
sale in world trade on a competitive-bid basis. I think, in fairness, 
you should tell the people that you are going to make these other 
points as you have. 

That is a matter of personal opinion. 

Secretary Benson. Of course, I will also talk very directly to the 
American farmer, and my position will always be that which I think 
is in his best interest. 

I think the Congress acted wisely in the legislation which they 
passed during the last session concerning agriculture. 

I know we do not agree on that, but I think time will prove that 
they have moved in the right direction. 

It is not perfect by any means, and there may be need for some 
refinements later, but I think it is a step in the right direction. — 

Of course, its full effect has not been felt yet. On the question of 
price supports the change in that has become effective. The foreign 
trade development is in operation, and attachés are in the process of 
being put in. 

Mr. Wuirten. You know, it is ridiculous to be spending all of the 
money that we are spending for agricultural operations abroad at a 
time when we have a policy of not offering our stuff for sale com- 
petitively. , 

Secretary Benson. That is not the policy, Mr. Chairman. We are 
offering a good many commodities for sale, and I think that others are 
being offered by the trade. 
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Mr. Wuirren. With the American support price being the lowest 
at which they could possibly sell. 

Secretary Benson. Well, of course, Mr. Chairman, we would not 
want to dump them at just any price. 

Mr. Wuirren. If I try to get you to sell you start to talk about 
dumping it all. If you cannot sell a little of it without dumping it 
all, maybe you are right. I would figure that you might count on 
not dumping it all. 

Secretary Benson. Well, we are moving in that direction. 


REDUCTION IN COTTON ACREAGES 


Mr. Wurrren. I have personal knowledge of this, and the record 
will show many letters and excerpts from letters to the effect that 
cotton acreage production in Mississippi and in the South has been 
reduced. 

I asked you for a survey on how many working farmers were left 
without any means of livelihood, and how many small landowners 
were reduced in acreage, and I had a reply from you in which you 
said the survey would be made. 

All you have to do is to ask the county extension agents to give 
you a report as to how many Negroes and tenant families have been 
put out without any means of livelihood. All you have to do is to 
ask for the number of farmers with only 5 acres of cotton who have 
been reduced even below that amount. They can supply that infor- 
mation to you very readily and very easily. 

I had thought in the past you might show that relationship in these 
hardship cases, point up the whole effect of holding this cotton, and 
have a part in the determination of the cotton acreage you will allow. 
Not only do these surpluses hurt us by having our money tied up in 
them, and not only does it hurt us by inviting increased production 
throughout the world, but it has the further effect of cutting our 
American farmers back to where they cannot live off of their acreage. 

Secretary Benson. Of course, that is part of reducing the acreage. 

Mr. Wuirren. That is right, but if you had moved the cotton that 
you have on hand into world trade you would not have it now. 

Secretary Benson. We are anxious to do that. Maybe we have 
not moved it as vigorously as we might have. 

Mr. Wuirten. May I tell you, Mr. Secretary, that the first thing 
in trying to sell anything is to offer it for sale. 

Secretary Benson. That is right, and we will offer it. 

Mr. Wuirren. Thank you, and I hope you will notify me what that 
change of policy comes to. I want to congratulate you for having 
changed your policies in offering a few of these commodities for sale 
on a competitive-bid basis, and | hope that you will move increasingly 
in that direction. 

Secretary Benson. I think we are going most vigorously toward 
that. 

Mr. Wuirten. Mr. Secretary, whether you are right on the flexible 
supports—and I do not think you are—or whether I am right, as long 
as you have the high cost of American agriculture you are going to 
have to do something to protect the price the American farmer gets. 
But there is no farm program that will ever work, following your views 
or mine, that does not provide for the United States of America to sell 
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whatever agricultural commodities it has and does not need for what it 
will bring in the market places of the world. Unless those products 
are offered on a competitive basis on the world markets, no program 
will work. That is why we want to give you carte blanche authority 
to do anything you like as far as sales are concerned. And it is dis- 
turbing to see you run the gauntlet of State, Treasury, and everv- 
thing else, when all the time the charter and the law authorizes you 
to sall on a competitive basis. It is terrible to see you have that 
authority and not use it. 

Secretary Benson. I have said many times that the purpose of 
production is consumption, and we are very much interested in this 
marketing field and are putting more emphasis on it than has ever 
been put on it in agriculture. 

Mr. Wuirren. May I congratulate you on putting the emphasis 
on it. Now I hope you will give them permission to sell. 

Secretary Benson. We will do that. 

Mr. Wuitren. Mr. Marshall. 


EXPORT OF RYE 


Mr. MarsHALL., I was interested in the comments you made about 
rye. It is one commodity which you have moved into world trade at 
competitive prices and is an important product in my particular 
State. How much rye have you moved into export during the last 
year? 

Secretary Benson. I do not have the figures. We can put that in 
the record. 

Mr. MarsHALL. And along with that I would like to have the 
amount of importation of rye for the same period. If you do not have 
it for this past year, for the year previous. 

Secretary Benson. The most recent year? 

Mr. MarsHAuu. The most recent year you can give. 

(The information requested is as follows:) 

United States imports of rye were 5,564,000 bushels in the marketing vear 1952, 
and 10 million bushels in the marketing year 1953. 

United States exports of rye were 320,000 bushels in the marketing vear 1952, 
and 7,000 bushels in the marketing year 1953. 


POLICY OF ADMINISTRATION OF CCC STOCKS 


Mr. MarsHa.u. I have found considerable uncertainty among the 
States as to the policy of handling Commodity Credit Corporation 
stocks, that is, the administrative work of handling them. I would ap- 
preciate it if you could send to me the procedures that you have put 
into effect in the last 2 years. Would that be possible? 

Mr. McConneE.t. I do not quite understand what it is vou want. 

Mr. MarsHa.u. The changes you have made in the policy of your 
field handling and storage of Commodity Credit Corporation stocks 
I am not particularly interested in cotton or tobacco because | am not 
familiar with those commodities. I am principally interested in corn 
and wheat. If I had that information on corn and wheat it probably 
would set the pattern for the other commodities as well. 
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I think, Mr. Secretary, that will be all at this time. There are , 
number of items I would like to go into but I think we can do tha; 
in our hearings on the appropriation bill. 

Mr. Wuitten. Mr. Horan. 


RELATION OF DEPARTMENT OF AGRICULTURE WITH INTERDEPAR?.- 
MENTAL AND INTERAGENCY COMMITTEES 


Mr. Horan. There are some things I am interested in that I would 
like clarified for the record. We on this committee have always 
been jealous of the Department of Agriculture’s standing at the 
Cabinet level, and I understand you have to get along and cooperate 
with other departments and agencies, but is there an improvement 
in the equality of the Department of Agriculture on interdepartmental 
and interagency committees? 

Secretary Benson. Of course I do not sit on the committee, but 
the reports that come to me indicate there is an equality and that 
all our proposals have had very ample consideration. We feel we 
have made progress in helping them see more clearly the problems 
that face us in agriculture, and we think there has been developed 
greater sympathy and understanding of the whole problem. 

Mr. Horan. At the occasional meetings on general agreements on 
tariffs and trades, | have had repeatedly brought to my attention 
complaints that the State Department agent, who is the captain of the 
team, or has been, tended to dominate all other agencies on those 
general agreements on tariffs and trades. I think this has been to our 
detriment, because the judgment and will of one person took prece- 
dence over what should exist as a team. 

Secretary Benson. I will make this comment and then ask Mr. 
Lodwick to comment. In the first place, the chairmanship is held by 
Clare Francis, who is not the representative of any department but an 
appointee of the President. One of our men in FSA, Mr. Lodwick, is 
chairman of the operating committee. I would like him to comment. 

Mr. Horan. Personally I would like to see some improvement in 
the situation. It was bad at one time. 

Mr. Lopwicx. I can only speak for a very short period. At the 
beginning, in organizing to carry out the will of the Congress as ex- 
pressed in Public Law 480, we had a lot of administrative work to do. 
A lot of people had to learn what it was all about because we had some 
7 or 8 agencies represented on that committee. There were many 
different views on the purposes and objectives of Public Law 480 as 
put forth by the representatives of the various departments. 

I am very happy to say that in the last few weeks the views of all 
the members have become much more unanimous than was the case 
in the early stages. The representatives naturally represent the views 
of their departments. They do not always agree with Agriculture 
and vice versa. We look upon Public Law 480 as a medium and a 
tool to be used in the furtherance of our foreign trade, and it is not 
always the purpose, in our administration of that act, to sell for local 
currencies. Our objective, first, in the operation of Public Law 480, 
is to sell all the commodities for dollars we can sell. When we have 
exhausted the dollar mark, then we try some other device, which we 
commonly call barter, for something we do not produce ourselves but 
that is important to our national welfare. So we will barter for that 
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sort of thing. When we feel we have exhausted those two sources 
then we go over to the local currencies. 

In the discussion this morning there is one thing that was over- 
looked, I think, that is probably one of the biggest problems we have 
in the administration of this law, and that is that practically every 
country in the world has some barrier of one kind or another to the 
importation of commodities. It may be some hygienic law or a num- 
ber of other things with which you are no doubt familiar and I know 
your chairman is quite familiar. It is difficult to sell many of these 
things in a one-shot deal. They will buy huge quantities for local 
currency and store them, and when the next crop comes, there we are. 
[ honestly believe it is harder to give away things than to sell them. 
That may sound strange to some people, but almost every country in 
the world has the same concept we do, they want to protect the local 
producers, so they will put an import tax on this or that and the other 
thing and we horse trade with them. The first thing we look at is, 
“How much are you going to buy commercially,” then we say, “You 
buy that much for dollars and we will sell you an additional amount 
for local currencies.” 

That is a very brief statement of the philosophy of this operation. 

Mr. Horan. I will only make this comment, when it comes to the 
matter of world trade in foods: We are very anxious for agriculture 
to have an equal if not a dominant voice in matters affecting world 
trade. I know your predecessors, Mr. Brannan and Mr. Anderson, 
were very much disturbed about these things. I think Congress, and 
you, and the President have helped correct some of these things. Per- 
sonally, I am very much encouraged by the picture at this date. We 
are in the process of retooling the Department so that we can aggres- 
sively assert ourselves in the world markets. 

Secretary Benson. I think in the years I have had contact with the 
Department of Agriculture—not as Secretary—and during the last 
2 years I have been Secretary, I think the relationship between the 
departments has never been as good as far as agriculture is concerned. 
We feel we have a better working relationship than we have in my 
acquaintance with the Department. It is not perfect by any means, 
but I feel good about the progress we have made. 

Mr. Horan. I think all of us are on the chairman’s side on the 
matter of getting rid of these commodities, but the matter of a 
balance in the market prices is a very tenuous thing. Yesterday my 
colleague, Mr. Andersen, raised the point about the price at which 
eggs were sold. This raises a question of how far you can go in 
offering goods on any market without wrecking it entirely. I would 
like to have some comments from you or Mr. Wells or Mr. Richards 
on that, with reference, perhaps, to cotton. 


EXPORT SALE OF COTTON BY INDUSTRY 


Mr. Ricwarps. The cotton problem is quite complicated. I think 
one of the things you have to consider is that we are probably going 
to export 4.5 million bales under present policies without the Govern- 
ment selling any out of its stocks. If we were to sell actively out 
of our stocks at the best price obtainable, I think that would prob- 
ably mean that the total would amount to 6 million bales instead of 
4.5, but whether there would be any net gain in dollars, I do not 
know. 
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The other thing is that the cotton ‘ndustry has insisted that we 
postpone the takeover date of our cotton loans for a full year. |p 
other words, we just recently took over cotton that was put under 
loan in 1952. The 1953 cotton is still under loan and almost all the 
cotton people who have come in to see us have stressed the point that 
if we did not sell our stocks it would give the farmer an opportunity 
to move his cotton through the private trade and prevent the Com. 
modity Credit Corporation from taking any cotton over at all. At 
the same time the farmer would have price support benefits. 

Without saying whether Mr. Whitten is right or wrong, and I do 
not know, I think if we adopted his policy all the cotton exports 
would have to flow through the Commodity Credit Corporation, which 
would increase substantially the volume of cotton flowing through the 
Commodity Credit Corporation. 

Mr. Horan. It is my understanding you will look into it and con- 
sult with the trade and the cooperatives and the producers. 

Secretary Benson. We have and we will further. 

Mr. Horan. What we are talking about in general is a two-price 
system. I know when you and I were in college we went into export 
debentures, and out of that we evolved section 32 funds, which, to 
me, is a sort of export debenture. 


. MARKETING PROGRAMS UNDER TWO-PRICE SYSTEM 


I would like a list placed in the record of our marketing programs 
that amount to a two-price system. In the old days we used to have 
Liverpool to base our world wheat market on. We do not have that 
now. ‘The world market is a nebulous thing. 

I ask for that because I do think we are going to get a lot of experi- 
ence from the operation of Public Law 480. I think Mr. Cooley’s 
committee will have reason to look into it further and perhaps amend 
or present new laws that will deal with that. I feel if we have an ex- 
perience we should capitalize on it and know what we are doing when 
we do it and do it in light instead of heat. 

Secretary Benson. We will be glad to do that. 

(The information requested is as follows:) 

1. Section 32 export payment programs, under which the Department make: 


an export differential payment to exporters to encourage increased exports. Two 
such programs are currently in effect: 


Fresh and processed citrus: 


DRG SONGS 6). via] 2 cs Se Laiuse~ a woetes- ilk cents per box__ 75 
Fresh grapefruit (comparable rates on processed citrus) - - - - --- do___. 60 
To cee ee rae ae _cents per pound__ 1} 


2. International Wheat ell ss The Department makes payments to 
exporters to cover the difference between the United States price and the price 
under the agreement. The average rate of payment for the fiscal year 1954 was 
50.8 cents per bushel. The current rate is 75 cents per bushel. 

In addition, CCC makes wheat available for export, as either wheat or flour, 
from its own stocks on the same terms at which sales are made under the 
agreement. 

3. CCC sales at less than domestic market prices: Under the provisions of the 
Agricultural Act of 1949 and the CCC Charter Act, CCC can sell any commodities 
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for export without restriction as to price. Currently (January price list) CCC 
is offering to sedi for export at prices below domestic market prices: 


Cheese Grain sorghums 
Butter Cottonseed oil 
nonfat dry milk Pinto beans 
Oats Linseed oil 

Rye Dried whey 
Barley 

{. Public Law 480: Commodities will be sold by CCC under Public Law 480 
for foreign currencies on the same price basis on which they are available for dollar 
transactions under other CCC export sales programs. ; 

5. Barter: From its own inventories, CCC arranges to release against barter 
contracts an equivalent value in agricultural commodities based on the same prices 
at which they are available for dollar transactions under other CCC export sales 
programs, 


PRICE SUPPORT ON PREMIUM WHEAT 


Mr. Horan. I was very happy in my district this summer when I 
attended a Pamona Grange meeting. I found the wheat growers very 
approachable and sétinible in approaching the problem we had in 
wheat. They passed a resolution calling for support prices to be placed 
on a quality rather than a quantity base. There is no question but 
that you can sell hard wheat, if you can raise it, at a premium today. 
Some of the wheat we are raising is of very low quality. You can 
raise up to 70 bushels on a dry acre. That is pretty good, but the 
quality is such nobody wants to buy it. If we were to place a price- 
support premium on quality you would solve some of our problems, 
because you can only raise 30 bushels an acre but you raise something 
you can sell. In placing our whole operation on quantity we have 
forgotten that quality is what sells things in the markets. I do hope 
we will achieve something in that direction. 

Secretary Benson. I think it is worthy of very careful study. We 
have given some preliminary attention to it. 

Mr. Horan. Thank you, Mr. Secretary. 

Mr. Wurrren. I would like to comment on Mr. Lodwick’s appear- 
ance here. I have had occasion to talk to him a number of times. 
Frankly, this record may not show it, but I approve of his attitude as 
he goes into this job of trying to sell American commodities. This 
record will disclose my eftorts to give him something to sell. His 
statement about various foreign countries requiring permits for 
imports is correct. The best way for them to get these permits is for 
the American price to be competitive and for the American product 
to be handled under the program authorized by the Commodity 
Credit Corporation charter, so that other countries can see a consistent 
source of supply in future years on a competitive basis. 


AGRICULTURAL ATTACHES 


I am disturbed somewhat about the agricultural attaché situation 
since they are under the so-called political appointment category 
where they are subject to hiring and firing by the President without 
civil-service protection. I hope you will be able to prevail on the 
President to change that order so that a man can go into the agricul- 
tural attaché field with the same protection the others have. The 
report of my recent trip will show some of the comments J have to 
make on the subject of salaries being commensurate with ability. 
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For instance, in Holland one of the men I was most impressed by was 
the agricultural attaché there, Mr. Dietz, who draws about half the 
salary as the man in Great Britain and his responsibilities are fully as 
great. Until we change the position from political to civil service. 
it is going to be hard to fill it. I have suggested to Mr. Lodwick, for 
what it is worth, that it might be well to try to place in the agricul. 
tural attaché field people he could borrow on leave of absence from 
regular work of the Department until you get this thing set up. | 
suggested a good field to look to would be the Commodity Credit 
Corporation. 

I should like to urge also, and I shall introduce a bill to do it, to 
make the man in Mr. Lodwick’s position an ex officio member of the 
Board of the Commodity Credit Corporation. 

My point is that however good a job you do, you are passing up 
the best sales force in the world, and that is the American export 
trader. If you would do as I advocate these commodities would 
flow into the trade where they have their connections and their 
offices and where, until we started this shortsighted policy, they did 
flow. It would relieve so many things. 

One other comment I would like to make is on the illustration of 
Mr. Richards. Hisillustration was that we expect to export 4.5 million 
bales at the support level or thereabouts and if we offered it on a com- 
petitive bid basis the amount might be increased to 6.5 million bales 
and it might not return more dollars. I would like to point out the 
benefits, whether it brought more dollars or not, which are thatby 
moving it into world trade channels we would stop the increase in 
production in foreign countries, which would give relief to the Ameri- 
can cotton farmers so that you could justify yourself in increasing 
acreages to take care of hardship cases. On this basis we would do 
what the original Commodity Credit Corporation charter contem- 
plates, that is, sell commodities we do not need to the people of the 
world who do need them, whatever your support level may be. We 
live in a world where all countries do not have laborers earning 90 
cents an hour. We cannot let American farm prices get down to 
compete with 30 cents a day labor in other countries where they have 
not had 13 freight-rate increases since World War II. 

I point this out to you and I hope you will notify this committee 
of your findings as to the increase of world production of these com- 
modities which you have on hand and which are not being offered for 
sale, competitively, at the moment, showing what the increase in 
world production, has been since 1945. 

I think when you see that it will certainly spur you up in your efforts, 
and I know you will not have trouble with the State Department so 
long as you can stay within the record and it will strengthen your 
hand in going ahead along the lines I am talking about. 

Secretary Benson. Thank you, Mr. Chairman. 

Mr. Lopwick. Mr. Chairman, I would like to make a statement, 
for the benefit of the Secretary. We are greatly indebted to our 
chairman, for a most inspiring speech which he made in Paris. We 
had all European attachés there and they learned an awful lot. |, 
also, would like to tell you, Mr. Chairman, that since our return from 
Paris the 3 men who were drawing salaries as assistant attachés ire 
now full-fledged attachés and have had 2 increases in salary. 
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Mr. Wuirren. I would like to say that I am highly gratified that 
such action has been taken, because we were about to lose the best 
men vou had. I had the feeling that all of our agricultural attachés 
were fine people. Naturally some of them are more inclined one way 
and some another, but by and large I found them to be fine people. 
If we can get them something to sell, I believe they will help us sell 
these products. 

Secretary Benson. Mr. Chairman, I appreciate what you have done 
and appreciate the interest of this committee in this field. 

Mr. Wurrren. That is all, gentlemen. We thank you, Mr. Secre- 
tary, for your appearance here this morning. 
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